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BATTERIES 


€ 


The Heart of Exide Central Station 
Batteries is the positive plate... 


The Exide Battery with the manchester positive plate 
is different from all others. This plate, with its unique 
lead button construction, has always been the heart 
of Exide Central Station Batteries. The buttons— 
rolled strips of corrugated soft lead—are forced into 
holes of a special lead-antimony grid. Forming action 
expands the buttons and locks them securely in place. 
The result—tremendous reserve power, exceptionally 
long life, trouble-free performance. 


Exide Batteries have earned the confidence of engineers 
everywhere. Their widespread use for control bus 
operation and other storage battery tasks is proof of 
their dependability, long life and ease of maintenance. 


Whatever your storage battery problems may be, 
Exide engineers will be glad to help you solve them. 


1888... Dependable Batteries for 60 Years ...1948 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 
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BARBER BURNERS 


Give High Efficiency on Conversion Jobs 





vim 


Barber Gas Conversion Burners are now furnished, if pre- 
ferred, in the “D” Series as shown above, with diaphragm gas 
control valve, a very dependable control at a price between 
those of our standard motor gas valve and our magnetic gas 
valve. This diaphragm valve is electrically operated, positive 
in opening and closing, quiet in operation, and also permits 

burner to be manually operated if necessary. 


Barber Conversion Burners are made in shapes and capacities to fit 
the heating needs of all types and sizes of furnaces and boilers. They 
give top economy and efficiency, both from the existing heating equip- 
ment and the gas fuel, of whatever type. Barber burners, made for 30 
years, are in a different class entirely from competitive EXPERIMENTAL 
burners, because of their superior combustion principle, employing the 
patented Barber Impinged Jet. There simply is no comparison between 
the average mixer-type gas burner and the Barber vacuum pre-mixture 
design. For satisfactory performance, equip your jobs with genuine 
Barber units. 


Listed in A.G.A. Directory of Approved Appliances. 
Ask for new Catalog and prices 
on conversion burners, appliance burners, and pressure regulators. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


e BARBERS?Z3¢ BURNERS e 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances , 
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NORWALK Products are Stocked 
at 12 Factory Branches 


San Francisco Pittsburgh 
Los Angeles Washington 
Minneapolis Philadelphia 
Chicago New York 
Detroit Albany 


Cleveland ; Boston 


Service Shops in Other Cities *% Factory at South Norwalk 





wes you need some quality control equipment in a hurry, call 
on your nearest Norwalk Valve branch. There’s a good chance 
that what you want is in stock. These convenient stocks of Norwalk 
products at 12 branches keep your installation crews working with- 
out interruption. 


Quality, workmanship and sound engineering are other good reasons 
why Norwalk leads in gas control equipment. You'll find qualified 
gas men at all 12 branches. 


If your problem has to do with the proper control and regulation 
of gas, let Norwalk give you the benefit of its years of service to the 
Gas industry. We've been at it since 1878. 











NORWALK VALVE COMPANY 


South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














a it or not, there are times 
when we feel just a soupgon of 
envy at the perfect discipline which the 
Soviet Union seems to have over artists 
geniuses, and similar groups. In this land 
of the free, our own musicians, poets, 
actors, etc., are among the most unpre- 
dictable, if not the most individualistic, 
citizens alive. 


TRYING to tell one of our American 
actors how to act, or one of our com- 
posers how to compose, and so forth, is 
certainly not to be recommended as a 
peaceful occupation. We doubt if any- 
one, seriously trying to make a profes- 
sional buSiness of such an occupation, 
would even be a reasonably good insur- 
ance risk. 


But in the land of the hammer and 
sickle things are different. Apparently, 
the commissar in charge of culture mere- 
ly has to blow a whistle out a window 
of the Kremlin. Immediately all of the 
Russian artists begin to fall over one an- 
other beating their breasts and promising 
never to do it again—whatever it was 
they did in the first place. There are 
times, when we hear raucous sounds 
coming out of our American radio loud- 


EUGENE H. MERRILL 
MAY 20, 1948 





speaker which seem to combine the more 
strident features of a tom-tom and a tom- 
cat, that we experience a wistful wish 
that we could get our hands on that com- 
missar’s whistle, just for a few seconds. 


Sink “¢.. 2% 


uT such is not the American way. 
And we think, immediately, of the 
compensations which go along with our 
own liberty of action which, of course, 
include the liberty of turning the blamed 
thing off. We reflect that perhaps our 
own generation caused just as much 
mental anguish and irritation, back in the 
days when ukulele strumming drove our 
elders to distraction. The fact is that such 
liberty of action, or to use a more popular 
phrase, “live and let live,” has been one 
of the strongest promotional features in 
building up and spreading our character- 
istically high standard of living. 


AMERICANS would not be content with 
a single radio station always playing the 
same kind of music or giving out the 
same kind of news—as seems to be the 
case in Red Russia. Americans would 
not be content with the same newspapers 
or a number of different newspapers fol- 
lowing the same prescribed editorial 
slant. Every new or dissenting idea, es- 
pecially if it is a dissenting idea, seeks 
and often finds its own medium of ex- 
pression in the United States. In the land 
of the Soviets the end of that road gen- 
erally winds up in Siberia. 


THE current controversy over the 4- 
power administration of occupied Berlin 
gives us a good example in the local set- 
ting of how the two systems work, In the 
American and Western Allied zones of 
occupation, every effort was immediate- 
ly made by the occupation authorities to 
build up and expand communication fa- 
cilities. A free press, radio, telephone, 
and other communication services were 
given first attention to show the defeated 
Germans how democracy should work. 


6 
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No other electric 
range offers so many 
features that mean 
Satisfied customers 


on your 
power lines 


@ Only Presteline offers your customers 
a choice of four different top 
arrangements—including the child- 
protecting Safety Top shown here. 


®@ Only Presteline offers the largest oven 
of any nationally-advertised electric 
range. Saves time and work by 
cooking larger meals in one operation. 


@ Only Presteline has the Broil-R-Roaster 
with 3-position rack for all-over heat 
penetration that assures perfectly 
roasted and broiled meats. 


®@ Only Presteline gives a storage 
compartment so large—plenty of room 


heo 


for all the pots and pans a housewife 
uses in meal preparation. Plus 
handy rack for other kitchen tools. 


@ Only Presteline offers Automatic Presto 
Deepwell-Pressure Cooker and 
Wel-Com-Up that provides fourth 
surface cooking unit. Optional. 


@ Only Presteline combines so many 
wanted features, such as automatic 
cooking at 3 points, 7-speed ThermOrod* 
surface units, push-button oven 
pre-heating, super-speed oven 
elements, all-welded wrap-around steel 
construction. 


ELECTRIC RANGES AND WATER HEATERS 
Products of PRESSED STEEL CAR COMPANY, INC., Since 1899 Makers of Fine Steel Products 
Domestic Appliance Division, 666 Lake Shore Drive, Chicago 11, 


Ilinois 
#T. M. Reg. U. S. Pat. Off. Applied For 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








PAGES WITH THE EDITORS (Continued) 


KIMBALL I. JACK 


Wuat happened behind the iron cur- 
tain’ we cannot say. But the fact remains 
that the Soviets evidently cannot bear, 
or even afford, to let the two systems con- 
tinue to exist side by side in the same 
metropolitan area. The difference is too 
obvious even for the dissillusioned Ger- 
mans in the Soviet zones to miss the 
point. The only alternative seems to be 
to extend the iron curtain further, and 
shut out even this somewhat embarrass- 
ing oasis of liberty. 


IN this issue we present an on-the-spot 
account of the measures taken by the U.S. 
Army of Occupation authorities to build 
up postwar communications in +the 
American Zone, written by Eucene H. 
MERRILL, chief of the communications 
group of the Office of Military Govern- 
ment for Germany. Mr. MERRILL gradu- 
ated from the School of Mines and Engi- 
neering of the University of Utah in 
1932, and shortly thereafter was made 


chief engineer of the Utah Public Serv-" 


ice Commission, from which he resigned 
in 1941 to become an assistant to J. A. 
Krug, then chief of the power branch of 
the old War Production Board. MERRILL 
resigned from the WPB in 1945 to take 
his present post with the occupation 
authorities abroad. 


* * * * 


_ some skinny, bowlegged, bug-eyed 
scientist with a head like a billiard ball 
and ears like a pair of jib sails decides to 
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investigate contemporaneous American 
life, circa 1948, we would advise him to 
go jump in the Mississippi river and see 
what he finds on the bottom, somewhere 
around Greenville, Mississippi. We re- 
fer, of course, to some curious human 
scientist about 200,000 years from now, 
when the human race is supposed to have 
lost its present physique, hair, symmetry, 
and so forth, as sacrifices on the altar of 
constantly increasing intellectual powers 
at the expense of physical growth. 


Ir our round-headed scientific friend 
will dig around long enough in the Mis- 
sissippi mud, he will come across a cap- 
sule of complete information buried in 
that spot, at the dedication ceremonies 
of a tristate campaign, which now bears 
the euphonious alphabetical nickname of 
ALMNO. This abbreviation for Arkan- 
sas, Louisiana, Mississippi, New Orleans 
is a brief reference to the four public 
utility companies which are sponsoring 
this 3-state drive for a strong, powerful, 
and stabilized regional economy from the 
Red river to the cane breaks. Betty LEE 
GoucH, New Orleans newspaper woman 
and writer of business articles, gives an 
account of this ceremony and its objec- 
tives, beginning page 663. The ALMNO 


program is now continuing. 
a ae ee 


IMBALL I, JACK, whose article en- 

titled “The Northwest Line Patrol 
Takes to the Air” begins on page 683, 
is now publicity director of the Wash- 
ington Water Power Company, serving 
Spokane, Washington. He was educated 
at the University of Utah, and following 
some public relations and advertising 
work with the Utah Power & Light Com- 
pany at Salt Lake City, he joined his 
present organization in 1938. 


* * * * 


MPORTANT decisions preprinted from 
Public Utilities Reports, may be 
found in the back of this number. 


THE next number of this magazine 
will be out June 3rd. 


~<a 
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copy FREE ON REQUEST 


‘Here's a timely Remington Rand publication 
that goes right to the heart of this urgent ques- 
tion of profitable inventory control. In a clearly 
written, profusely illustrated 24-page book, 
just off the press, we have compiled facts on the 
most advanced methods of simplifying this im- 
portant management problem — positive, 
profitable inventory control at lowest cost for 
clerical upkeep and executive use. 


Today, more than ever before, it is imperative 
to anticipate trends in demand — to order more 
of those items on which volume is increasing — 
to reduce buying where demand is slackening. 
Today, you need much more than a record of 
stock-on-hand and on order. You need a real 
control over inventory — a control sensitive to 
the fluctuating requirements of every item —a 
control that will force attention and action to 
cut down loss-producing overstocks and pre- 
vent profit-killing understocks. 


== 
MAIL COUPON TODAY 


REMINGTON RAND © New vor tony. 
Yes— send FREE copy of your new 24-page 
book, “How To Get Profits From Inventories.” 


NAME 











city. 





STATE 





PuFS 
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, ger. issue saluting the sixteenth annual convention of 
the Edison Electric Institute with special! features of interest 
to the entire electric utility industry. The following contributing 
authors are scheduled: - 


CHARLES E. OAKES, President of the Edison Electric Institute 
—who will give us a special message on the scope and purpose 
of the sixteenth annual convention of the institute at Atlantic 
City, June Ist to 3rd. 


EARL O. SHREVE, President of the United States Chamber of 
Commerce 
—who will analyze the importance of the relationship between 
the American system of free enterprise and the electric utility 
industry in the United States. 


PURCELL L. SMITH, President, National Association of Electric 
Companies 
—who will give us a most important ahd timely analysis of the 
part played by legislation and regulation in helping the elec- 
tric utility industry mobilize for national defense. 


RICHARD B. McENTIRE, Member of the Securities and Ex- 
change Commission 

—who will discuss the réle played by regulation in strengthen- 
ing the electric utility industry for its important task now and 
in the future. 


BRIGADIER GENERAL WADE H. HAYES, Managing Director, 
Edmundsons Electricity Corporation, Ltd. 
—who will draw on his experience as head of Britain's leading 
electric utility company to discuss the results to date of Great 
Britain's venture in nationalization. 

HAROLD H. YOUNG, Eastman, Dillon & Company 
—who will discuss helpful tips for utility management in 
planning and packaging their financial programs. 


DAVID COWAN, Shields & Company 
—who will examine the important question whether there is 
still a useful function for the holding company to play in the 
operating utility picture of the future. 
. C. TAYLOR, Treasurer, Dayton Power & Light Company 
—who will give us reasons why negotiated financing can still 


Qs successful despite regulatory pressure for competitive bid- 
ing. 


eeeoeceneocoeoeeCoseeeeuaceaeees ees eeaeaoee2sde0e2e@2 





A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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MERCOID AUTOMATIC CONTROLS HAVE 
WHAT EXPERIENCED ENGINEERS WANT 


. ASSURE POSITIVE SAFETY—the prime purpose of a control. 

. BUILT FOR YEARS OF DEPENDABLE PERFORMANCE—an economical feature. 

. SIMPLIFIED FOR EASE OF INSTALLATION—appreciated by the trade. 

. CONVENIENT FACILITIES FOR MAKING UNDERSTANDABLE ADJUST- 
MENTS - no time /ost in calculating or guesswork. 

. THE ONLY 100% MERCURY SWITCH EQUIPPED CONTROL LINE—a// “makes” 
and ‘‘breaks” in the electrical circuit are hermetically sealed, therefore immune to dust, 
dirt corrosion, open arcing, pitting, or sticking of contacts—common causes of contact 
trouble. Mercoid switches provide an electrical contact that will give millions of perfect 
operations over a long period of time. 


eee edeene 


If you have a control problem involving the automatic 
control of pressure, temperature, liquid level, mechan- 
ical operations, etc., it will pay you to consult 
Mercoid's engineering staff—always at your service. 


Catalog sent upon request 


wereeee ee ee eee eee eseeeewneeneeeeeeeeneeees 


THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILLINOIS 
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“There never was in the world two opinions alike.” 


—MONTAIGNE 





Ear O. SHREVE 
President, United States Chamber 
of Commerce. 


Rosert P. KELSEY 
Second vice president, John Han- 
cock Mutual Life Insurance 
Company. 


Haroip J. Laski 
Professor, School of Economics, 
University of London. 


Donan K. Davip 
Dean, Harvard Graduate School of 
Business Administration. 


Georce M, Gapssy 
President, Utah Power & Light 
Company. 


Cuares E, WILsoNn 
President, General Electric 
Company. 


FREDERICK J, EBERLE 
Vice president, Connecticut Mutual 
Life Insurance Company. 


Epwin C. Craic 
President, National Life & 
Accident Company. 


Freperick A. HAYEK 
Professor, School of Economics, 
University of London. 


EprrortaL STATEMENT 
The Wall Street Journal. 
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“TIf] we businessmen don’t make government our busi- 
ness, the capitalistic system may not survive.” 


* 


“Official recognition by top management is the keystone 
to codperation by the rest of the organization.” 


* 


“Under our program, we are seeing to it that we have 
bread for everyone before we have cake for anyone.” 


* 


“We are facing for a decade at least a war of ideas 
and ideals—a fight for men’s minds and almost their 
souls.” 


* 


“Unless we emphasize the individual we become regi- 
mented. If we surrender the individual to the state we 
have Russia.” 


* 


“I think we should give more attention to the spiritual 
values so that we can handle the achievements of this 
marvelous age.” 


* 


“We all dislike the word ‘subsidy,’ but subsidy is in 
public housing. TVA in some degrees subsidizes indus- 
tries in that area.” 


* 


“[The effectiveness] of public relations is not entirely 
measured by the money spent but by the intensity of pur- 
pose which you adopt.” 


* 


“It is exceedingly difficult [recovery in England] be- 
cause there is too much government control for it to 
recover as quickly as possible, as could be done under 
free enterprise.” ; 


» 


“. . . no one has ever improved on democracy, with 
all its imperfections; by working out an effective scheme 
for insuring government by an elite. Such schemes have 
either remained Utopian theories or have turned into 
tyrannies.” 
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HOW MUCH OF YOUR OVERHEAD 
IS UNDERFOOT? 


Old-fashioned floor maintenance often pads overhead with many hard-to-trace 

“hidden” costs. You'll find a frank discussion of how to combat them in our free 

booklet, “Mr. Higby Learned About Floor Safety the Hard Way.” 

It tells how a Legge technician engineers a money-saving program to your needs 
. how Legge reduces slippery floor accidents up to 95% for leading organiza- 

tions . . . how this safety plan is recommended by many casualty insurance 


IT’S YOURS WITHOUT OBLIGATION You'll 
find this book worthwhile reading. For your 
copy, clip the coupon to your letterhead and mail. 


~ 


WALTER G. LEGGE CO., INC. 
11 West 42nd St., New York 18, N. Y. 
360 N. Michigan Ave., Chicago 1, ill. 


OF WON-SL/P FLOOR MAINTENANCE 


bath SG. LEGGE et aaage se fia 


g Seer 
New York « * St.lovis + Chicago + Ft. Worth © ° 
io tage “tae Gee’ cae a eee Area _—__1q, ft. me 
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14 REMARKABLE REMARKS—( Continued) 


Lowe. R. Burcu 
President, New York Air Brake 
Company. 


DALE Cox 
Public relations director, 
International Harvester 
Company. 


CHARLES MorGcAN 
English novelist. 


B. BREWSTER JENNINGS 
President, Socony-Vacuum Oil 
Company. 


THEODORE T. WHITNEY 
Resident, Milton, Massachusetts. 


Davin E, LirreEntHAL 
Chairman, Atomic Energy 
Commission. 


Gwityo A. Price 
President, Westinghouse Electric 
Corporation. 


ArtTHUR H. Compton 
Chancellor, Washington University 
(St. Louis). 


Frank V. SMITH 
General Electric Company 
Aircraft, Federal & Marine 
Divisions. 


Pau. G. HorrMAN 
Economic Coéperation 
Administrator. 
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“The usual procedure leading to socialization is for a 
government to penalize an industry by various devices 
then to criticize and discredit it, and finally to take it over.” 


> 


“Public relations must have management stature in any 
business, before that business can have any real hope of 
being understood by the public as it wishes to be under- 
stood.” 


> 


“Socialism, as now interpreted, is competition without 
prizes, boredom without hope, war without victory, and 
statistics without end. . . . It is not only politically false 
but morally destructive.” 


» 


“The ideas of our employees are the most obvious 
and productive means for improving our products and 
for improving the manner of production, manufacturing, 
and distribution of our products.” 


¥ 


“Understanding requires effort, and revelations of truth 
do not come without effort. Truth is revealed by actual 
living only. It must be sought after and its revelation is 
more likely to come out of active minds.” 


* 


“We are rolling, The largest scientific, engineering, and 
industrial enterprise [atomic energy] in the history of the 
world is in full swing. We are under a full head of steam. 
The principal problem is : Can we keep it up ?” 


a 


“On this point American history is clear: We have had 
general prosperity and a good living for all our people 
only when there was a free flow of investments into im- 
proved productive facilities and new businesses.” 


* 


“Our engineers consider it feasible to develop atomic 
power plants that will be roughly equivalent in cost of 
operation to standard coal-burning plants and consider- 
ably cheaper to operate in regions where coal is scarce.” 


* 


“The studies now being made regarding the use of 
atomic energy and the creation of new types of fuels are 
but an extension of the idea of finding additional forms 
of energy which can be converted into power, light, and 
heat.” 


* 


“Western Europe can be saved only by western Euro- 
peans. We cannot save western Europe or any country of 
western Europe. The amount of money we put up can only 
stimulate the people over there to bring about their own 
recovery.” 
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PRESSURE VESSELS 


Two 38-1/2 foot vacuum tank casings after completion of fitting 
and welding. Seventy of these tanks with an outside diameter of 
9 feet 11 inches were part of recent pressure vessel production at 
Newport News. 


Complete facilities available for construction of large pressure 


vessels. 


Large Valves 


Castings Forgings 


NEWPORT NEWS SHIPBUILDING ano DRY DOCK COMPANY 
NEWPORT NEWS, VIRGINIA 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





BOILERS to Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 
variety of sizes and types to meet mod- 

ern utility plant needs. Springfield in- 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 
Springfield service includes design, 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements. 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 
tive. 


© BENT TUBE BOILERS 


For maximum efficiency in minimum space! 
Carefully balanced Springfield designs built to give 
extra values in performance and dependability. 
Water cooled furnace. Gas flow distributed uniformly 
across width of unit. Dry steam. Minimum superheat 
variation over wide load range. Built in any capa- 
citv from 10,000 Ibs. up. 


© STRAIGHT TUBE BOILERS 


A design preferred by many engineers. 
Big overload capacity; quick response to loads. 
High availability; less outage. Every quality feature 
you want in a boiler. Specially designed for cap- 
acities to 450,000 Ibs. per hour and higher. Spring- 
field patented center water wall construction 
available for large units. 


e TYPE M STANDARDIZED BOILERS 


Standardized for quicker delivery 
..lower cost. 12 sizes to choose from, ranging 
from 6,000 to 17,000 Ibs. per hour. Built 
like a“BIG PLANT” boiler—for the smaller 
plants! Water-cooled furnaces — all of 
Springfield's finest quality features. 


SPRINGFIELD 


1960 E. Capitol Ave. 


BOILER 


Springfield, Illinois 


CO. 


Worldwide Sales and Service 
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OVERHEARD BETWEEN AN ARCHITECT AND AN INVESTOR: 


“No-its completion time, not starting time, that counts!” 





“YOUR INVESTMENT IN A BUILDING 

CAN’T PAY OFF UNTIL THE TENANTS 

MOVE IN. Build with steel floors and they move 

in much, much sooner. No matter how you build, you have 
to allow time for demolition and excavation. By that time, your 
steel is ready. And then, steel Q-Floors will knock another 

20 to 30% off construction time. 

“Look at this model. Those cells are the steel Q-Floor. It 
is dry, noncombustible, clean. It goes up as fast as the frame. 
No temporary forms, no shoring. Two men can lay 32 sq. ft. of 
Q-Floor in half a minute and it immediately becomes a dry, » 
working platform. Even in freezing weather, work speeds along, 
not delayed by wet materials. 

“This is just the first reason for Q-Floors. Think of theelectrical 
availability. After all, you're investing for thirty, forty, fifty 
years. And you sometimes forget that floors are what a building 
is for. Even though the floor is a small fraction of total cost, 
floor space earns the income. It should be alive with ducts, 
pipes, wires, the earning arteries of a structure. You don’t want 
your building born with hardened arteries, with monolithic 
slabs for floors. 

“See how the load-carrying steel cells of Q-Floor are crossed 
over by raceways for wires of every conceivable electrical 
service. This is your assurance that your investment will keep 
step with future increased demands for electrical business 


machines. You can put an outlet on every six-inch area of the 

exposed floor. It literally takes only a few minutes. Floor H. H. ROBERTSON COMPANY 
layouts are permanently flexible. Alterations tremendously 2098 Cosmas Gack Selling, Mavbuyh 28, Punnsyivents 
simplified. It saves a huge amount of money over the years. Factories in Ambridge, Pe., Hemilten, Ont., Ett pert, Engiend 


“And Q-Floor costs less than the carpet that covers it. 
“There is no reason for not having Q-Floors.” ss leoamaalonmaae SOR Sa Oee te 
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ead this 10 Feint; Comparison 


(Dodge Model F-152; 14,500 pounds Gross Vehicle Weight— and 
Comparable Competitive Models.) 


DODGE 
FEATURES AND ADVANTAGES "Job-Rated” | TRUCK = = 


Wheelbase 161 in. 158 in. 159 in. 
Cab-to-Axle—to take 12-foot body 84 in. 84.06 in. 84 in. 


Wide-Tread Front Axles (shorter 
turning— more seabilitys 56 in. -60.03 in. 58% in. 


Modern “Cross-Type” Steering No No No 


Turning Diameter * —Left 
—Right 


Maximum Horsepower 109 93 100 93 


Total Spring Length (Front and Rear 
“Cushioned Ride’’) 


194 in. 171% in. 162 in. 176 in. 182 in. 
Cab Seat Width (Measure of Roominess) t 57% in. 52% in. 51% in. 47% in. |. 52% in. 
Windshield Glass Area a 901 sq. in. 713 sq. in, 638 sq. in. 545 sq. in. 713 sq. in. 


Vent Wings plus Rear Quarter Windows Yes No No No No 


* To outside of tire (curb clearance.) Computed from data based on tests or computations obtained from usually reliable sources. Tt All four 
springs. J} Measured from production models. 4 Computed from width—and depth measurements; no allowance for contours. 


Front axles have beén moved back, 
engines forward, placing more load 
on the front e. While cab-to-, 
axle dimensions are the same, 
wheelbases are shorter, giving 
much better weight distribution. 
This new weight distribution, com- 
bined with longer springs, and 
“Air-O-Ride” seats, produces a 
marvelous new “cushioned-ride.”’ 
You can turn in much’ smaller 
circles, both right or left —because 
of new type “cross-steering,” 
shorter wheelbases and wide tread 
front axles. 

Dodge offers 248 basic “‘.Job-Rated’’ 
models, up to 23,000 Ibs. G.V.W., 
up to 40, Ibs. G.T.W. 
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CAN YOU BENEFIT 
FROM THESE SPECIALIZED 


Public Utility 


BANKING SERVICES? 


Y “SPECIALIZED” banking services we 

mean simply this. Irving Trust has a separ- 
ate Public Utilities Department. It is staffed with 
men whose practical experience qualifies them for 
service to the utility industry. 

The sole function of this department is to help 
utilities with their particular financial problems 
and assist them in formulating their programs. 

Through this Department, of course, you have 
the benefit of the advice and counsel of the bank’s 
experienced officers—and, needless to say, access 
to all the deposit, loan and corporate agency 
facilities of a large commercial bank. 


TOM P. WALKER 


is our Vice President in charge of this ent. 
Prominent in the top management of u ity com- 
panies for over thirty years, he is thoroughly familiar 
with all phases of industry. 


i “amos6 


NEW YORK 


Capital Funds over $114,000,000 
Total Resources over $1,100,000,000 
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RIGHT NOTES 





You keep door performance in tune 
with plant efficiency when you install 
Kinnear Motor Operated Rolling Doors. 
They respond instantly to the touch of a 
control button, from one or more switches 
placed anywhere in your plant. Their 
, efficient, vertical action saves 
space, prevents accidents, avoids traffic tie-ups. They coil com- 
vam out of the way overhead, safe from damage. The husky 
mnear Motor Operator stands up under hardest use. And 
there are extra years of ection and low. service 
in Kinnear’s rugged, all-steel construction, as proved by hun- 
dreds of installations that have served continuously for 20, 
30 and 40 years! For the “right notes” on efficient doors, 
send for Kinnear details today. 


The KINNEAR MANUFACTURING CO. 
Factories: 650-680 Fields Avenue, Columbus 16, Ohio 
1742 Yosemite Avenue, San Francisco 24, California 
Offices and Agents in Principal Cities 


KINNEAR 


tOLLING DOORS | 
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Attilities Almanack 


@ May ae 


{ Pennsylvania Electric Association, Transmission and Distribution Committee, begins 
meeting, Dallas, Pa., 1948. 














{ Communications Workers of America will hold national convention, Spokane, Wash., 
June 6-13, 1948. 





@ The Institute of Gas Engineers will hold convention, London, England, June &) 
8-11, 1948. 





q dytenens Utilities Association will hold annual convention, Hot Springs, Ark., June 
14,1 





4 American Gas Association, Production and Chemical Conference begins, Asbury Park, 
8. 





{ American Gas Association, New York-New Jersey Regional Gas Sales Conference ends, 
Rye, N. Y., 1948. 





q New York State Telephone Association begins annual convention, Rochester, N. Y., 1948. 





q Natural Gas and FS. game Association of Canada begins convention, Niagara Falls, 
Ontario, Canada, 1 





{ Public Utilities Advertising Association ends annual meeting, Cleveland, Ohio, 1948. 





{ Pacific Coast Electrical Association, Inc., will hold conference, San Francisco, Cal., 
June 16-18, 1948. 





{ American Institute of Electrical Engineers will held summer general meeting, 
Mezxico City, Mex., June 21-25, 1948. 








1 Fetes PP Society of Refrigerating Engineers begins spring 
ass 


ze JUNE 














q Edison Electric Institute begins annual convention, Atlantic City, N. J., 1948. 





4 National Conference of Community Planning begins annual meeting, Banff, Alberta, 
Canada, 1948. 
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New Middle South 3-state 


Area Promotion 


Four enterprising power companies together with state and local 

government officials and interested businessmen of Louisiana, 

Mississippi, and Arkansas embark on a project of developing 
region resources for the general public good. 


By BETTY LEE GOUGH* 


ELLING industrial growth for the 
G region it serves is an old story 
with most light and power com- 
panies. It is done as a matter of course 
all the time. But a promotion that is 
different—in three ways—is the mid- 
dle south area promotion launched 
April 2nd in Greenville, Mississippi, 
by four integrated power companies : 
New Orleans Public Service, Inc., 
| Louisiana Power & Light Company, 
Mississippi Power & Light Company 
and Arkansas Power & Light. 
| What makes this middle south pro- 


| _*Professional writer of magazine articles, 
' New Orleans, Louisiana. 
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motion different is, first, the fact that 
four utility companies have joined 
forces to push an entire area as a “pack- 
age’’ ; second, the fact that much of the 
planning, blueprinting, and spade work 
is not the work of the power companies 
but is being done instead by state and 
local government officials and by inter- 
ested businessmen of the 3-state region. 
It is the first time that an area as vast 
as Louisiana, Mississippi, and Arkan- 
sas has been promoted as a single in- 
dustrial package. 

There is a third factor making this 
effort different, The utilities are bent 
on improving the living conditions of 
MAY 20, 1948 
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the citizens of the three states. To them, 
this is as important as bringing in new 
industry. It is possibly more important, 
because they have discovered that new 
industries cannot thrive in barren soil. 
The people must be prosperous. 

It is in the field of human betterment 
that the program really takes off from 
the established pattern of state selling. 
What happened in Helena, Arkansas, 
taught the utilities that improvement 
of their customers’ living conditions is 
a necessary adjunct to industrial ex- 
pansion. 

A chamber of commerce man from 
that town called last year on a northern 
manufacturer who was half sold on 
placement of a plant in Helena. After 
going over data on transportation, la- 
bor supply, power rates, fuels, and raw 
materials, the president asked his caller 
about recreational facilities for pro- 
spective employees in Helena, The 
chamber of commerce salesman stam- 
mered. 

Then the manufacturer wanted to 
know about school facilities, play- 
grounds, and municipal services. All 
were inadequate—and Helena lost the 
plant. 


W Be year, Helena has set out to 
build more schools, churches, hos- 
pitals, and playgrounds. The chamber 
—and Arkansas Power & Light—do 
not want to lose another plant because 
they are not prepared to offer its em- 
ployees living conditions that help to 
make for good industrial relations. 
The human-improvement work will 
be a gradual job. A beginning was 
made at Greenville. One committee, 
representing educators, recommended 
that those in charge of the development 
program establish a Middle South 


Council with representatives from 
agriculture, industry, labor, and educa- 
tion to function at a regional and local 
level in the continued further develop- 
ment of the Arkansas, Mississippi, and 
Louisiana area. 

Attended by presidents of colleges 
located in these three states, including 
the three state universities, the educa- 
tion committee meeting was presided 
over by Dr. Rufus Harris, president of 
Tulane University, New Orleans. The 
committee recommended that Dr. Har- 
ris, as chairman, name a permanent 
body of seven educators, two from 
each state and the chairman, to func- 
tion in an advisory capacity on educa- 
tional problems until the Middle South 
Council should be established. At that 
time, it was decided, the committee 
would determine whether it had any 
further functions to serve. The prob- 
lems of increasing and improving edu- 
cation facilities in the Middle South 
occupied much of the discussion, while 
the need for added research in all 
phases of social and economic studies 
in the tristate areas was also stressed. 


¢ aan J. D. Williams of the 
University of Mississippi noted 
that, while “the South exports its un- 
skilled labor, it imports labor on the 
administrative and executive level.” 
This, he said, could be improved by 
providing better educational facilities 
in southern universities so that stu- 
dents would not be forced to go away 
for certain highly specialized training. 

He suggested that the South train 
this labor pool of executives so that 
when national companies establish 
branch offices in the South, or when 
new industries develop, the South 
would be able to provide executives for 
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this work, as well as the unskilled labor. 

Dr. Harris said that research car- 
ried on by the universities could be 
helpful to the program and the com- 
mittee’s consensus was that such re- 
search should originate with the uni- 
versity rather than be undertaken on 
instruction from any of the utility com- 
panies engaged in promoting the Mid- 
dle South. 

He cited Tulane University’s re- 
search into rural families which have 
moved to the cities to become involved 
in the industrial picture. 

“There are certain social tensions 
which will have to be resolved if the 
Middle South is to develop,” Dr, Har- 
ris said, citing labor relations as a pri- 
mary in these tensions. He said the 
role of universities and colleges in fur- 
ther research and study into labor rela- 
tions could do much to help relieve such 
tensions. 


A 5-PoINT farm program, designed 
to improve the Middle South’s 
agricultural picture, was formulated at 
an informal meeting of agriculturalists 
of Arkansas, Mississippi, and Louisi- 
ana, following the dedication of the 
middle south area development pro- 
gram, Chairman was J. G. Lee, Jr., 
dean of the college of agriculture of 
Louisiana State University. The group, 
consisting of middle south planters, 


college and soil conservation people, 
concluded : 


The Middle South must devote more 
time and study to breeding—both of 
animals and plants—to achieve higher 
production. 

Farmers of the Middle South must 
devote more time, energy, and money 
“to find out how to properly feed both 
plants and animals.” 


It was also concluded: 


To adopt, particularly in the hill 
areas, a sound policy of land utiliza- 
tion to conserve soil, and that this 
could best be done by giving more at- 
tention to the improving of forests 
and by putting more land into graz- 
ing crops, such as grass and clover, 
thus developing the livestock industry 
to a greater extent. 

To work for a high degree of mech- 
anization on the farms, thus cutting the 
cost of production and increasing the 
production per acre. 

To develop a southern industrial 
program for the utilization of farm 
products and by-products. 


Health department heads brought in 
a plan for building more public health 
centers in rural areas where sometimes 
there is only one doctor to a county. 


| pushing their program, the utilities 
plan to lead interference, but are 
letting private and governmental or- 
ganizations do most of the ball carry- 
ing. In this, they have a successful 
precedent in the successful program of 


e 


cotton and corn; but today the middle south farmer not only 


q “Once, the Middle South was traditionally a 2-crop region— 


plants fewer acres in corn and cotton, but he is actually 

making more money from these two staple crops than ever 

before in the history of southern agriculture. In addition, 

he is also realizing enormous profits from cattle, oats and 

wheat, soybeans and peanuts, truck crops, and sweet potatoes, 
. 


to name a few.” 
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Arkansas Power & Light. There, the 
utility has guided local bodies into im- 
plementing an industrialization pro- 
gram that brought to the state 961 
plant placements and expansions repre- 
senting a dollar value of $90,000,000. 

Ham Moses, president of the Arkan- 
sas utility, first studied the industrial 
laws of forty-seven other states, then 
recommended to Governor Ben Laney 
and the legislature a program that 
quickly went onto the statute books. It 
is much like the BAWI (Balance Agri- 
culture with Industry) program of 
Mississippi, according to reports. A 
state resources and development com- 
mission was set up to supervise the pro- 
gram, but most of the work is left to 
the initiative of local businessmen. The 
utility and the state board guide and 
sometimes prod chambers of commerce 
in their work, 

On a three-times larger scale that is 
what will be done in the middle south 
region. At Greenville, the utility presi- 
dents met with governors, state agri- 
culture, education, and health officials, 
and the executives of airlines, rail- 
roads, truck companies, and barge lines. 
Development of a concrete program is 
being left to them. The utilities are 
prepared to spend money, however, in 
advertising the region. As a starter, 
$115,000 will be spent in the first six 
months, This will go for advertising 
(to be run separately, but with a com- 
mon theme, by the four utilities) ; and 
for establishment of a middle south of- 
fice to coordinate the efforts of the 
utilities and other planners. 


nati two of the states have 
working programs for attracting 
industry, Mississippi in its BAWI and 
Arkansas with its resotfrces program. 
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Louisiana has a 10-year tax-exemption 
offer to new industries that do not 
compete with established manufactur- 
ers, but the electorate voted down a 
constitutional amendment two years 
ago that would have set up BAWI in 
the Pelican state. 

Advertising from the four utilities 
will supplement that already done by 
state commissions in Mississippi and 
Louisiana, and the private efforts of 
organizations such as Greater New 
Orleans, Inc. This is a nonprofit busi- 
ness cooperative that annually spends 
about a quarter-million dollars for pro- 
moting New Orleans industrially and 
as a port. 

In Mississippi, cotton manu factur- 
er, Robert Sanders, runs sporadic ad- 
vertising campaigns in newspapers of 
cities near Mississippi to sell the idea 
that “What Mississippi Makes Makes 
Mississippi.” 

These programs will be continued, 
but will be coordinated so that the com- 
bined efforts of all advertisers work to 
sell the region as a whole. 

Under the separate, uncodrdinated 
plans of the various state and city 
pushers, the Middle South has already 
come a long way since 1940, Much of 
the expansion came as a result of war- 
time industry placement, but the war- 
time pattern has continued to spiral up- 
ward since the war. 


7 most prosperity indices, the Mid- 
dle South’s improvement has ex- 
celled that of the rest of the nation: 

Retail sales increased 186.3 per cent. 
Average U. S. increase was 143.6 per 
cent. 

Wholesale sales in the Middle South 
soared 191.5 per cent, while the U. S. 
average jumped 140.7 per cent. 
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Use of Modern Machinery 


sg Sar yoga use of modern machinery on the farms of the Middle 

South is releasing farm labor for industrial employment. The pic- 

turesque scene of the field of farm hands ‘chopping cotton’ has given way 

to the flame thrower which burns out grass and weeds but is not hot 

enough to harm the cotton stalk. Two men can plow from 15 to 25 acres 
a day, at a cost of $3.50 to $5.” 





Income payments to individuals in- 
creased 158 per cent, which compares 
with a nation-wide increase of 140 
per cent. Effective buying power went 
up 188 per cent, while the national 
average was 136 per cent. 

Purchase of motor vehicles, a sig- 
nificant index, was 18 per cent higher 
in 1945 as compared to 1939. The rest 
of the nation bought only 9 per cent 
more cars and trucks. 

Once, the Middle South was tradi- 
tionally a 2-crop region—cotton and 
corn; but today the middle south 
farmer not only plants fewer acres in 
corn and cotton, but he is actually mak- 
ing more money from these two staple 
crops than ever before in the history 
of southern agriculture. In addition, he 
is also realizing enormous profits from 
cattle, oats and wheat, soybeans and 
peanuts, truck crops, and sweet pota- 
toes, to name a few. Mechanization on 
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the farms, diversification of crops, in- 
telligent study of soil and planting 
methods, are some of the factors re- 
sponsible for the healthy changeover. 

The number of farms decreased 10 
per cent in Louisiana, Arkansas, and 
Mississippi during the 7-year period 
from 1940 to 1946, and farm acreage 
dropped off 2 per cent; but during that 
same period the cash income from farm 
crops increased from $249,958,000 to 
$796,976,000—or 219 per cent. 

On the other side of the middle 
south farm ledger is a showing of more 
and more acreage in wheat and oats and 
tremendous increases in earnings from 
these crops. During the 7-year report- 
ing period—1940 to 1946—acreage in 
oats increased 127 per cent in the Mid- 
dle South, and cash income showed a 
gain of 450 per cent. The income from 
livestock and livestock products in- 
creased 217 per cent. 
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NCREASING use of modern machin- 

ery on the farms of the Middle 
South is releasing farm labor for in- 
dustrial employment. The picturesque 
scene of the field of farm hands “chop- 
ping cotton” has given way to the flame 
thrower which burns out grass and 
weeds but is not hot enough to harm 
the cotton stalk. Two men can plow 
from 15 to 25 acres a day, at a cost 
of $3.50 to $5. One man, operating a 
mechanical cotton picker, can do the 
work of fifty field hands. It is con- 
servatively estimated that by 1950 at 
least 55 to 65 per cent of the farm labor 
will be displaced by machines in the 
Middle South. 

According to the “Blue Book of 
Southern Progress,” the Middle South 
increased 168 per cent in the value of 
its manufactured products during the 
7-year period from 1940 to 1946, while 
during the same period the twelve 
southern states increased only 115 per 
cent, and the United States showed a 
total gain of 99 per cent. 

This tremendous increase has not 
been solely the result of World War 
II. 

Middle south manufacturing has 
shown an even greater proportionate 
increase in the postwar period, During 
1946, for example, the only postwar 
year for which accurate figures are 
available, the value of manufactured 
goods increased 25 per cent in the Mid- 
dle South, as compared to 1 per cent 
for the nation as a whole. 

From 1939 to 1946, a total of 2,799 
new factories were placed into opera- 
tion in the 3-state area—an increase of 
64.7 per cent. During the same period 
the new factories placed into operation 
in the 12 southern states increased 
42.2 per cent. 


HE Middle South has 51,955,000 

acres in forest resources, 25.7 tril- 
lion cubic feet of natural gas reserves, 
2,305,608,000 barrels of recoverable 
oil reserves, 1,512,000,000 tons of coal 
reserves. It produces 95.5 per cent of 
the nation’s supply of bauxite, 39.8 per 
cent of the U, S. barite, 12.1 per cent 
of the crude petroleum, 15.2 per cent 
of the natural gas, 12.2 per cent of the 
salt, 22.9 per cent of the sulphur, 11.2 
per cent of the nation’s native asphalt. 
It has a seemingly limitless supply of 
lime produced by mining and from 
crushed oyster and clam shells. It has 
America’s only commercial diamond 
mines. 


HE oil and gas produced in the 

Middle South last year put the 
petroleum industry in the 3-state area 
into the billion-dollar bracket, accord- 
ing to leading oil men, who predict that 
both production and investments in the 
oil and gas business will be doubled 
within the next few years. At the close 
of 1947 there were 12,106 producing 
wells in the Middle South, pumping an 
average of 613,800 barrels of crude oil 
per day. The Middle South’s total oil 
production in 1947 was 224,040,000 
barrels. 

The four companies undertaking 
this promotional program were brought 
together nearly twenty-five years ago 
and since that time have been developed 
and operated as an interconnected util- 
ity system. Hydroelectric and steam- 
electric generating plants, transmission 
facilities, and other properties have 
been balanced with each other so as to 
afford maximum efficiencies and econo- 
mies and thus promote the best possi- 
ble service to the middle south area in 
which the companies operate. The Elec- 
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tric Power & Light Corporation gave 
impetus to and furnished the equity 
capital required to assemble and build 
this system. 


| # evan common ownership, it has 
been possible to develop these 
companies and their properties with the 
broad end in view of serving the needs 
and promoting the prosperity of the 
middle south area as a whole. And since 
the middle south area is itself, inte- 
grated geographically, economically, 
and in many other ways, the codrdi- 
nated operations of these four utilities 
have been advantageous to the area in 
ways which could not have been 
equaled otherwise. 

One hundred million dollars worth 
of new construction is contemplated 
through 1949 by the four utility com- 
panies. Output from the new capacity 
is practically all under contract. In ad- 
dition, the four have on order more 
than 100,000 kilowatts of generating 
capacity for delivery after 1949. 

From 1931 through 1940 the four 
companies spent a total of $40,464,000 
on construction in the three states. 
During the war years, 1941-1945, the 
system expenditures were $39,539,000. 
This was a yearly average of $8,000,- 
000 or twice the average for the 10- 
year period prior to 1941, In 1946 ex- 
penditures totaled $23,200,000, or al- 
most three times the average for the 
war years. Expenditures and estimated 
requirements for the period from 1947 
through 1949 total $123,000,000. This 
will bring the total expenditures of the 
four companies in the area to almost 
$146,000,000 for the first four post- 
war years, or more than one and a half 
times the amount spent during the pre- 
ceding 15-year period. 


669 


HE system load of electric energy 

increased 51 per cent during the 
10-year period from 1930 to 1940. 
From 1940 to 1945 the system load in- 
creased almost 90 per cent. There was 
a slight decrease during 1946, but in 
1947 the load reached an all-time high 
of 608,000 kilowatts, or about three 
and a quarter times as large as the 1930 
load. 

There are almost four times as many 
miles of low-voltage line in the system 
now as in 1930, and almost as many 
miles of line have been added since 
1945 as were built during the preced- 
ing fifteen years. 

The companies now supply electric 
service to approximately 1,000 com- 
munities in the Middle South. In addi- 
tion they serve natural gas to approxi- 
mately 100 communities, and supply 
transportation service to 2 communi- 
ties. 

The middle south dedication pro- 
gram at Greenville was launched with 
speeches commending the utility com- 
panies, made by Governors Fielding 
Wright of Mississippi and Ben Laney 
of Arkansas, and Attorney General 
Fred S. LeBlanc who represented Gov- 
ernor Jimmie Davis of Louisiana. 


SY Governor Wright: 

“T am impressed with the idea of 
the program we come here to dedicate. 
It is a wholesome idea—that of three 
neighbor states being presented to the 
nation as The Middle South—where a 
‘world of opportunity’ awaits indus- 
tries, newcomers, and present citizens 
alike. 

“In this program, we find the com- 
bined resources and opportunities of 
Arkansas, Louisiana, and Mississippi 
pooled for the good of all. What a 
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happy and prosperous world this would 
be if all nations and all peoples, and I 
might add all sections of all nations, 
could grasp the significance of such 
mutual trust, respect, and codperation 
and meet together for their common 
good, as we do here this day. 

“The four business-managed elec- 
tric and gas utilities that have brought 


this idea into being have contributed 
much to our three states during the past 
twenty-five or more years. We could 
have accomplished little from the 
standpoint of industrial development 
and industrial employment without the 
availability of electric power in ample 
supply and at rates competitive with 
other areas.” 





A “Frustrated” Utility 


¢ ‘O NE of the most difficult things for the officials who formulate the 
policy of a city government administration in Cleveland to do 
is to think and talk objectively about the municipal light plant. 

“The light plant is a political fetish of a small group of people who 
would like to have it believed that anyone daring to utter the slightest 
criticism of this utility is an enemy of the public welfare or a tool of 
the vested interests. 

“On the other hand, proponents of substantive expansion of the city- 
owned light and power system are likely to be accused of fostering 
Socialism, opposing free enterprise, and advancing wasteful, ineffectual 
competition with a privately owned utility, the rate schedules of which 
remain under government regulation, whether or not there ts a municipal 
light plant usable (theoretically) as a yardstick to measure the equity of 
the private utility. 

“Most city administrations in recent years have cautiously taken a 
middle ground between these two schools of thought, not opposing short- 
range development of the municipal light plant, yet not engaging in long- 
range planning of its future or changing the course of its deeply rutted 
methods of operation. No one, so far as we can see, has profited by this; 
neither the red-hot advocates of municipal ownership of public utilities, 
nor the customers of the privately owned power company who have no 
cause for vociferant complaint against rates set by negotwation or litiga- 
tion. 

“The first appraisal of the municipal light plant possessing any high 
degree of objectivity that we can recall is the one recently issued by the 
firm of Griffenhagen & Associates, which is making a study of the opera- 
tion of city departments with the end in view of increasing city govern- 
ment efficiency and cutting city government cost. 

“The survey agency asserted that the municipal light plant was not 
administered as efficiently as a modern utility should be, and that its 
‘outstanding weakness’ was lack of strong administrative support. While 
commending the utility's routine work in providing service in a ‘com- 
pletely satisfactory and reliable way, the Griffenhagen report went on 
to say: 

“*This is in sharp contrast with the general attitude of frustration 
which permeates the administrative and supervisory forces, and with 
the apparent lack of enthusiasm or interest in developing and improving 
the system or its administration. .. .’ 

“While the authors of the report refrained from taking a position in 
the matter of public versus private ownership of urban power systems, 
we believe their findings tend to support the belief of those who hold 
that the municipal light plant is an anachronism—a ‘yardstick’ that has, 
to a considerable extent outlived the usefulness it possessed in a day 
before government regulation of utility rates was as highly developed and 
carefully delineated as it is today; an unprogressive utility that is no com- 
petitive match for a progressive one that plays an important réle in the 
upbuilding of a great industrial community.” 

—EprroriAL STATEMENT, 
Cleveland Plain Dealer. 
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German Communications under 


Quadripartite Government 


Role played by the United States telecommunications 

companies in rehabilitation of the Reich’s inter- 

national telephone and telegraph operation of great 
importance. 


By EUGENE H. MERRILL* 


ERMAN Officials must be given 
G full responsibility for rehabili- 
tating and rendering communi- 
cations services, with only broad policy 
directives and control from Military 
Government. This is a summary of in- 
structions from General Lucius D. 
Clay, U. S. Military Governor in Ger- 
many, It has resulted in a near phe- 
nomenal record of achievement in the 
communications field by Reichspost 
officials since the beginning of occupa- 
tion of Germany on May 8, 1945. 
The degree to which U. S. policy in 
the communications field has been suc- 
cessful is best illustrated by a review 
of some of the accomplishments and 
developments since VE-Day. Full re- 
sponsibility for the provision of tele- 


*For personal note, see “Pages with the 
Editors.” 
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communications services for the occu- 
pational forces in the U. S. Zone has 
been transferred from the military 
forces and is now being adequately dis- 
charged by the Reichspost. In the U. S. 
Zone this organization is handling 
nearly three times as many long-dis- 
tance telephone calls and over four 
times the number of telegrams monthly 
as were handled during an average 
month in 1937. In addition the current 
monthly volume of letter mail handled 
by the Reichspost in the U. S. Zone is 
some 25 per cent above the average 
monthly total recorded in 1937. Of 
particular significance as to the degree 
of recovery of the German postal sys- 
tem is that in a recent month over 2,- 
000,000 pieces of incoming interna- 
tional parcel post (gift parcels), aver- 
aging about 15 pounds each, were de- 
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livered. This exceeds by far the volume 
handled in any prewar month and is un- 
doubtedly the greatest relief effort via 
the postal service in history. 

In addition to the postal and tele- 
communications services, the Reichs- 
post operates an extensive postal bank- 
ing system—the postal savings and 
post check services—which have also 
been restored to normal operation in 
the U. S. Zone. Transactions totaling 
over 44 billion Reichsmark (a prewar 
Reichsmark was approximately 40 
cents) are presently being processed 
through post check and postal savings 
offices in the U. S. Zone monthly, in- 
volving financial service for Germans 
of all economic levels, from German 
agencies and large industrial firms to 
office employees and manual laborers. 


. I ‘uE Reichspost today is providing 


the communications services and 
facilities which are of vital importance 
in the program for the economic re- 
habilitation of Germany. In addition to 
the large volume of internal services 
rendered to meet day-to-day require- 
ments of the public within Germany, 
the Reichspost is actively engaged in 
both international postal and telecom- 
munications services, Reichspost par- 
ticipation in these services is currently 
resulting in the accrual of over a mil- 
lion dollars per month in foreign cur- 
rencies to the Bizonal Area of Ger- 
many. The constant expansion of in- 
ternational telephone and telegraph 
services, of great importance to the 
recovery of Germany, is expected to 
increase further the earning power of 
the Reichspost in the international field. 
Foreign exchange thus earned is of 
great importance for use in the import 
of food and other essential supplies. 
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Various phases of U. S. policy in 
Germany are clarified, codrdinated, 
and discussed at the Military Gover- 
nor’s weekly staff meetings attended by 
leading Military Government officials, 
On many occasions in these meetings 
General Clay has reémphasized that 
U. S. policy demands that delegates 
make every effort to obtain quadripar- 
tite agreement for U. S. objectives in 
Germany. 

The recent boycotting by the Soviets 
of the Allied Control Authority has 
held in suspension the further imple- 
mentation of this policy. However, 
prior to the Soviet action this policy 
was pursued with outstanding success 
in the communications field. The U. S. 
“okay,” the British “agreed,” the 
French “d’accord,’ and the Soviet 
“saglazyen” have been the most com- 
mon final statements by the com- 
munications representatives of the 
four occupying powers at quadri- 
partite meetings of the Allied Con- 
trol Authority. As a result, 4-power 
agreement has been reached during the 
past several months for the reéstablish- 
ment of most of the communications 
services rendered by the German 
Reichspost prior to the war. Almost all 
interzonal and international postal, 
telephone, and telegraph services are 
now in operation. 

Transit-Germany postal and tele- 
communications services are also op- 
erating on a quadripartite basis. These 
services are of great importance. 


F ye JOR objective in the communi- 
cations field, the establishment of 
a central German Department for 
Communications and Posts, has not yet 
been achieved. For this reason com- 
munications representatives of the four 
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occupying powers with their advisers, 
secretaries, and interpreters must meet 
around the conference table to codrdi- 
nate interzonal and international com- 
munications services. Hundreds of 
pages of letters, papers, and documents 
are handled monthly by quadripartite 
bodies dealing with communications in 
performing these duties, 

However, quadripartite agreements 
are not easily obtained. In a normal 
business or governmental agency, an 
administrator can generally make and 
implement decisions as he deems ad- 
visable. This is not the case in the Al- 
lied Control Authority where all de- 
cisions must be reached by unanimous 
agreement among the four delegations. 


| agiemnsenbeeenton of each of the oc- 

cupying powers are charged with 
the responsibility of ascertaining that 
the policies of their respective govern- 
ments are carried out. Needless to say, 
these policies are frequently at vari- 
ance, 

The ever-present language prob- 
lem further complicates negotiations. 
While interpreters have done a remark- 
able job at quadripartite meetings, 
words spoken or thoughts expressed in 
one language may not fully convey the 
same idea when translated into another 
tongue. These facts add up to a diffi- 
cult and trying—but extremely inter- 
esting—job. 

Patience, understanding, and initia- 
tive are rewarded in communications 
quadripartite meetings. During a re- 
cent month, unanimous 4-power agree- 
ment was reached on more than 350 
questions and problems relating to 
communications matters in occupied 
Germany with only a single final dis- 
agreement. 
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The Soviets’ recent refusal to attend 
quadripartite meetings of the Allied 
Control Authority has created some 
additional problems in the communica- 
tions field due to the extent communi- 
cations services were operating on a 
quadripartite basis. However, it has 
not affected the continued progress of 
the German bizonal communications 
agency in improving and extending 
communications services in the Bizonal 
area. 


ay VE-Day the communications 
operations of the German Reichs- 
post were at a complete standstill. 
Many of its important communications 
buildings and a large percentage of its 
operating facilities had been totally or 
partially destroyed. This was particu- 
larly so in the large cities which suf- 
fered most from concentrated Allied 
air and artillery attacks aimed at heav- 
ily industrialized areas. The Reichspost 
organization was completely disrupted 
and inactive; its highly trained person- 
nel scattered and completely demoral- 
ized. 

As one of their first tasks, the U. S. 
occupation forces reéstablished limited 
communications services and facilities 
required in the conduct of the occupa- 
tion and to meet the essential minimum 
needs of the German economy. Major 
attention was then directed toward the 
implementation of the denazification 
program which involved the removal 
of Nazis, militarists, and Nazi sym- 
pathizers from posts of -responsibility 
in the Reichspost organization ; and the 
selection of capable German personnel 
with acceptable democratic principles 
for the task of rehabilitating the civil 
communications system. This was all 
according to plan. 
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The German communications sys- 
tem was largely centralized in key in- 
dustrial areas and hence suffered ex- 
tensively as a result of Allied cam- 
paigns and air warfare. Frankfurt has 
always been one of Germany’s most 
important communications centers. Its 
major telegraph and telephone build- 
ing—covering a city block—was al- 
most completely destroyed during the 
war. By the end of 1945, part of the 
rubble had been cleared away and some 
telecommunications facilities were in 
use in what had formerly been base- 
ment storerooms, However, only six 
switchboard positions were in opera- 
tion by the Reichspost for rendering 
long-distance telephone service. By 
December, 1946, a total of 47 positions 
had been restored and today 201 posi- 
tions are in operation by the Reichspost 
for handling intra-Germany and inter- 
national telephone traffic. A corner here 
and a room there have been patched up 
or rebuilt to house equipment as it be- 
comes available from captured enemy 
supplies and German production. 


rN Wuertzburg in Bavaria, another 
major communications center in 
southern Germany, the central office 
building and great quantities of vital 
equipment were also destroyed. Long- 
distance telephone service was initially 
reéstablished in 1945 through the use 
of six portable switchboard positions 
mounted in a truck, and a 4-position 
magneto switchboard located in the 
cable vault of the destroyed building. 
Portions of the building have since 
been rebuilt and work will soon be com- 
pleted on the installation of what will 
become one of Europe’s most modern 
long-distance telephone offices with 60 
switchboard positions in operation. 
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The reéstablishment of long-distance 
telephone service in Munich is another 
example of what has been accomplished 
in many German cities in the U. S. 
Zone. In December, 1945, the Reichs- 
post was operating 45 long-distance 
telephone switchboard positions as 
compared with the 161 presently in use. 

The U. S. authorities examined the 
German telecommunications system in 
existence at the beginning of the occu- 
pation and found that facilities were 
not available for rendering interna- 
tional telephone and telegraph services 
to the United States. U. S. commer- 
cial companies were requested to pro- 
vide and operate the telecommunica- 
tions facilities necessary to meet those 
requirements. The operations of those 
companies have now been phased out 
and international telephone and tele- 
graph services via radio—as well as 
land line—are being provided by the 
Reichspost. The equipment now in op- 
eration will be augmented by new fa- 
cilities which are being manufactured 
by German firms. Before the end of 
1948 a very modern radiotelephone and 
radiotelegraph station is expected to be 
in full operation at Frankfurt to render 
international telecommunications serv- 
ices for Germany. 


ies role played by the U. S, tele- 
communications companies in fa- 
cilitating the rehabilitation of Ger- 
many’s international telephone and tele- 
graph operations cannot be overlooked. 
These companies—the American Tele- 
phone and Telegraph Company, Mac- 
kay Radio Company, RCA Communi- 
cations, Inc., the Western Union Tele- 
graph Company, the Commercial 
Cables Company, and Press Wireless, 
Inc.—have given full codperation and 
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Communications Quadripartite Meetings 


ae ee. understanding, and initiative are rewarded in commu- 

nications quadripartite meetings. During a recent month, unani- 

mous 4-power agreement was reached on more than 350 questions and 

problems relating to communications matters in occupied Germany with 
only a single final disagreement.” 





assistance to Military Government in 
the implementation of U. S. policy. 
Beginning in April, 1947, the responsi- 
bility for rendering international tele- 
phone and telegraph services was pro- 
gressively transferred to the Reichs- 
post. This program was completed 
early in 1948 when the radiotelephone 
station at Frankfurt was turned over 
to the Reichspost for operation and 
control. 

During the phase-out period, U. S, 
telecommunications companies, by mu- 
tual agreement with Military Govern- 
ment, operated in Germany on a non- 
profit basis, under a special license. 
These license agreements provided in 
substance that the companies operate 
under the general direction of Mili- 
tary Government with all revenues ap- 
plicable to Germany—except those 
necessary to pay actual out-of-pocket 
expenses—accruing to Military Gov- 
ernment. This arrangement facilitated 
the transfer of the functions of the 
U. S. telecommunications companies to 
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the Reichspost without a deterioration 
in the grade of service. It also resulted 
in an accrual to the German economy 
of approximately $300,000 which 
would have otherwise been retained 
by the U. S. companies. 


I“ order to insure the provision of 
adequate domestic and interna- 
tional telephone and telegraph services 
for the occupational forces, hundreds 
of public telephone and telegraph of- 
fices have been established by the 
Reichspost in hotels; clubs, railroad 
stations, and other convenient locations 
in the U. S, Zone. These offices, which 
are staffed by well-trained, English- 
speaking Reichspost employees, to- 
gether with home or billet telephones, 
adequately fill the nonofficial telecom- 
munications requirements of U. S. and 
Allied personnel. 

Much has been done to place tele- 
communications services rendered to 
the occupational forces on a commer- 
cial basis in spite of the peculiarities 
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and unorthodox requirements dictated 
by the occupation. In the early days of 
the occupation, long-distance telephone 
service was furnished the occupational 
forces in the U. S. Zone on a non- 
accounting and nonticketing basis 
through the use of facilities allocated 
for their exclusive use. This was neces- 
sary to provide the maximum volume 
of long-distance service with a limited 
number of telephone central office 
equipment and circuits available, With 
the manufacture and installation of ad- 
ditional switchboards and the rehabili- 
tation and restoration of the German 
long-distance communications system, 
telephone service has now been placed 
on a commercial basis. 


sp September, 1947, long-dis- 
tance and local telephone calls have 
been ticketed or recorded and monthly 
bills are submitted by the Reichspost to 
the occupational forces for services 
rendered. Although all such charges are 
billed as a cost of occupation, the 
Reichspost is reimbursed in Reichs- 
marks by the German government for 
such services. Nonofficial telecommuni- 
cations services rendered to members 
of the occupational forces are paid in 
dollar instruments, The Reichspost is 
reimbursed in Reichsmarks for the dol- 
lars it collects while such dollars are 
used for the purchase of food and other 
essential imports and purposes for the 
German economy by Military Govern- 
ment. 

It has been an extremely difficult 
task to provide adequately trained 
English-speaking telephone operators 
and other personnel to serve the tele- 
communications requirements of U. S. 
personnel. Zone-wide courses in Eng- 
lish were conducted by the Reichspost. 
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By those and other methods, English- 
speaking personnel to meet the neces- 
sary requirements have been provided 
by the Reichspost. 

Unstable currency and the necessity 
for conserving Germany’s foreign cur- 
rencies have made it necessary to re- 
strict the usage of outgoing Germany 
international telephone and telegraph 
services by the German public, At pres- 
ent, only telephone and telegraph traffic 
of a business nature may be initiated to 
most foreign countries by Germans in 
the Bizonal area. However, a proposal 
has been forwarded to foreign admin- 
istrations contiguous to Germany and 
countries to which transit fees are not 
involved for the exchange of telegraph 
traffic on a “sender keep all,” or a re- 
ciprocal basis without the settlement of 
accounts. Under this agreement, the 
communications agency in the country 
of origin retains the entire message fee. 
To date, seven countries have accepted 
this offer, The employment of this ac- 
counting procedure eliminates the 
necessity for restrictions as to the con- 
tent of telegrams from Germans in the 
Bizonal area addressed to countries 
agreeing to service on this basis. 


gee care has been exercised 
by Military Government to insure 
the reéstablishment of a communica- 
tions system in the Bizonal area geared 
to the requirements of a healthy, peace- 
time economy, and to guard against 
the restoration of a war potential or 
militaristic organization. Judged by 
U. S. standards, the availability of 
services and facilities is relatively low. 
There is only one telephone for every 
thirty persons in the U. S. Zone of Ger- 
many as compared to one for every 
four people in the United States. 
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The problems of the Reichspost are 
many and varied. Food, clothing, and 
housing for its undernourished and in- 
adequately clothed and sheltered per- 
sonnel are important factors which 
greatly affect all operations. Shortages 
of buildings, postal and telecommuni- 
cations equipment, and transport facili- 
ties ; and the lack of operating supplies, 
maintenance items, and repair parts are 
omnipresent realities which must be 
dealt with on a day-to-day basis, 

U. S. Military Government re- 
sponsibilities in the communications 
field are discharged by a small but com- 
petent and hard-working group. The 
U.S. Post Office Department, the Bell 
telephone system, and other UV, S. 
government agencies and commercial 
telecommunications companies have 
cooperated with Military Government 
in making available trained personnel 


in the communications field so impor- 
tant in attaining U. S. objectives in 
Germany. 


HE visitor in the U. S. Zone of 

Germany will often be misled by 
the physical appearance of the Reichs- 
post officials and technicians responsi- 
ble for the operation of the important 
civil communications system. Although 
a majority are poorly clothed and un- 
dernourished, they are usually very 
able administrators and often outstand- 
ing authorities in their professions. 
These Germans have fully assumed the 
responsibilities involved in the rehabili- 
tation of the German Reichspost. Their 
accomplishments constitute an out- 
standing example to other segments of 
the German economy and fully justify 
General Clay’s implementation of U. S. 
policy in Germany. 





Concrete Information Wanted 


alle public can and does quickly detect and separate 
things specific, concrete, and realistic from things 
theoretical, general, and abstract. It is definitely interested in 
a specific announcement of price reductions, for instance. It is 
more interested in a company’s statement about its position on a 
specific labor dispute than in a general statement on labor-man- 
agement relations. 

“While the public fears inflation it is not likely to show much 
interest in a general statement on inflation. It is most interested 
in the things it understands readily. 

“The best contribution the individual company can make 
toward promoting a better understanding of business is to as- 
sume the responsibility, first of trying for better understand- 
ing among its own employees, stockholders, and customers, and 
then doing its share to seek better understanding for itself 
among the whole public.” 

—DALE Cox, 
Director of public relations, International 
Harvester Company. 
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A Symposium on Microfilming 
Regulatory Records 


What are the advantages and disadvantages to microfilming company 

records for regulatory purposes? These points have been discussed in 

@ panel session by Federal officials having experience and knowledge of 

the problems involved. Here are the highlights of the views of the 
men participating. 


CoLLaTteD By GERALD M. WHITWRIGHT* 


HE advisability of photographing 
records of public utility compa- 
nies and retaining them in micro- 


film form is supported by some au- 
thorities and opposed by others. Many 
take a middle ground that is economi- 
cal and practical to retain some basic 
records in this form; store some 
others ; and destroy the remainder. 
Actual decisions as to whether or not 
microfilming should be used depend 


upon answers to questions such as (1) ° 


What is the relative cost as compared 
to storage of original documents? (2) 
To what extent are they honored as 
admissible evidence in legal and regu- 
latory matters? (3) What are the prac- 
tical advantages and disadvantages 
with respect to convenience, durability, 
and other factors? 

The committee on accounts and sta- 
tistics of the National Association of 
Railroad and Utilities Commissioners 
has been investigating the general use 


*Of the editorial staff of Pustic Uritities 
ForTNIGHTLY. 
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of microfilm. The chairman of the com- 
mittee, Fred Kleinman, states that even 
though large volumes of records now 
are permitted to be destroyed after re- 
tention for a prescribed period, records 
continue to accumulate in large quan- 
tities. Retention of records for use in 
regulatory matters is one cause. How- 
ever, Mr. Kleinman informs Pustic 
Urti.ities FortTNIGHTLY that there is 
a tendency on the part of management 
to retain substantial sections of its rec- 
ords for periods far beyond those pre- 
scribed by regulations, and to destroy 
when storage becomes a problem. 

A group of government officials with 
experience in the management analysis 
and practical aspects of the use of 
microfilming held a meeting last year 
and engaged in a panel discussion of 
the problem. The meeting was ar- 
ranged by Harland R. Morris of the 
staff of the Federal Communications 
Commission. He took part in the dis- 
cussion and also recorded the salient 
points made by other participants—H. 
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J. Lilienfield (U. S. Bureau of the 
Budget); Daniel F. Noll (the Na- 
tional Archives) ; and Raymond Davis 
(National Bureau of Standards). 
Presented here is a digest of the 
principal ideas expressed by these men : 


Harland R. Morris 


NE of the main needs for record 
preservation by public utilities 
stems from the requirement of regula- 
tory agencies. The chief objectives of 
these bodies are provision of proper 
service, establishment of reasonable 
rates, and insurance of financial sta- 
bility. 

Generally, the records required to be 
preserved permanently are those of 
historical significance such as (1) the 
company’s charter, bylaws, and other 
records governing the scope of the 
company’s activities, (2) minutes of 
meetings of stockholders, and of the 
board of directors, and other such rec- 
ords as may indicate policy directives, 
and (3) general ledgers, general jour- 
nals, some auxiliary ledgers and jour- 
nals—particularly plant records—and 
certain supporting records. 

The records required to be preserved 
for limited periods of time include (1) 
those required to determine that proper 
service is being performed, and will so 
continue, (2) those required to estab- 
lish the reasonableness of rates, and 
(3) those required to determine, and 
insure continued, financial stability. 

In addition to the foregoing require- 
ments of regulatory authorities, the 
needs of the industry require the 
preservation of records relating to 
managerial, personnel, and other mat- 
ters, To be of value, a record once made 
must be indexed and filed in such a 
manner that it is readily available. 
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H. J. Lilienfield 


Y  spocneuang of microphotography 
have been developed successfully 
to provide for security of records and 
preservation of record data, to expe- 
dite and simplify administrative, cleri- 
cal, and accounting procedures, to im- 
prove the accessibility of record data, 
and to achieve savings in space. 

Space saving, which appeared to be 
the main consideration of the discus- 
sion, is achieved by the immense 
reduction in size of the filmed im- 
age as against that of the original 
document, For example, about 3,000 
letter-sized documents can be photo- 
graphed on a 100-foot reel of film. 
When enclosed in its container (4” x 
4” x 1”) for filing, it will occupy only 
16 cubic inches of space. Nine hundred 
of such film reels containing the re- 
duced photographic images of 2,700,- 
000 documents can be stored in a file 
about the size of two standard 4- 
drawer filing cabinets. Microfilming 
has been able to save 85 to 95 per cent 
of the space originally occupied. 

There are some limitations to micro- 
filming. In some instances it may not 
provide the same “referenceability” to 
the records, In other instances the work 
involved in preparing the records for 
microfilming, so that the filmed prod- 
ucts will be adequate to achieve the ob- 
jective desired, can so materially in- 
crease the costs of the undertaking as 
to make it unwise. 


We actual photographing of a file 
of documents and the related steps 
of processing the film are frequently 
the smallest part of the total cost. It is 
the work of preparing the records be- 
fore microfilming which is frequently 
overlooked or underestimated. Careful 
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Whether or Not to Microfilm Records 


“aera decisions as to whether or not microfilming should be used 

depend upon answers to questions such as (1) What is the rela- 

tive cost as compared to storage of original documents? (2) To what 

extent are they honored as admissible evidence in legal and regulatory 

matters? (3) What are the practical advantages and disadvantages with 
respect to convenience, durability, and other factors?” 





estimation of cost is of prime impor- 
tance. 

The big factor in a space-saving 
project will be the question as to 
whether the costs of microfilming can 
be amortized by the reduction in the 
cost of space used over the number of 
years that the records are required to 
be kept. 

In general, when space saving is the 
only or predominant motive, micro- 
filming is profitable only when it is 
used for large quantities of inactive 
records of somewhat similar size and 
kind, at least in fair physical condition, 
and which contain data that are of 
long-time or permanent value so that 
the annual cost of space saved in the 
storage of the original paper can out- 
weigh the cost of microfilming. 


Daniel F. Noll 


HE acceptability of microfilm 
copies as legal evidence is an im- 
portant consideration. There are many 
jurisdictions where the microphoto- 
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graph has not been given the legal 
status of primary evidence. However, 
its introduction as secondary evidence 
should not be difficult if a proper foun- 
dation is laid to explain the absence of 
the original record and to eliminate 
suspicion of fraudulent alteration of 
the record. 

In order to lay the foundation for 
acceptability as secondary evidence it 
would be advisable to keep on file the 
following information on_ records 
which have been microphotographed: 


1, Evidence that the paper records 
have, in fact, been destroyed or that 
they pass out of the company’s custody 
in the routine course of business. 

2. Evidence that the preservation of 
certain records in microfilm, rather 
than in paper form, is the established 
policy of the company, sanctioned by 
all agencies known to have lawful au- 
thority over the retention of such 
records. 

3. Identification of each roll or in- 
dividual length of film by descriptions 
which will enable any court to estab- 
lish the relationship between any 
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microphotograph thereon, and the au- 
thorizations to destroy or evidence of 
destruction retained by the officer re- 
sponsible. 

4. A certificate, signed by the cam- 
era operator, at the end of each roll or 
individual length of film, describing the 
precise segment of the series of records 
included on the film. The operator 
should certify, also, that he had photo- 
graphed such records in accordance 
with established procedures. This cer- 
tificate should include the date and, 
if possible, also the signature of an im- 
mediate supervisor. 


iy this basic method is adopted, it is 
probable that the acceptability of 
microphotographs would be substan- 
tially increased. Microphotographs in- 
troduced in evidence will be selected 
from reels of microfilm containing 
copies of thousands of other records 
made in the regular course of business 
either as a routine method of record- 
ing current transactions or as part of 
an established procedure for reducing 
the bulk of those inactive records which 
must be stored over a period of years. 
Under such circumstances the prob- 
ability of fraudulent intent is small 
since the difficulties of alteration are 
almost insuperable. 

“Good microfilming practice” re- 
quires that the rolls of microfilm be so 
identified and indexed that any desired 
document can be located on the film, 
when needed, and the individual record 
so photographed that it can be read or 
reproduced without loss of any fea- 
ture having record significance. The 
solution to these two basic problems is 
not always easy, although it is fre- 
quently assigned to the messenger boy. 

Some significant features of records, 
however, may not fully and clearly be 
reflected by photography. For example, 
in black and white photographs color 


may require special indication if the 
letters CR, an asterisk, circle, or other 
symbol does not already appear oppo- 
site credit items in a column of figures. 


HE answer to the question of the 

acceptability of microfilms before 
hearings of regulatory agencies is rela- 
tively simple. If the regulatory agen- 
cies of state and Federal governments 
authorize the destruction of the paper 
records after they have been micro- 
filmed, they cannot well refuse to ac- 
cept the film or reproductions there- 
from. Any regulations permitting the 
use of microfilm, however, should 
specify whether the private business or 
the regulatory agency shall pay the cost 
of the microfilm readers or of such 
paper prints as may be required for use 
by the regulatory agency. 

An advantage of microfilm records 
from a legal viewpoint is that, when the 
microfilming has been competently 
planned and executed, the integrity of 
the complete file is preserved. Individ- 
ual documents are not only difficult to 
alter, but they cannot be lost or re- 
moved from the file, once they have 
been microfilmed. 

However, microfilm records have 
many disadvantages for the person who 
must use them and from a cost stand- 
point. Where space-saving and inactive 
records only are involved, many of the 
advantages claimed for microphotog- 
raphy may be obtained for a fraction 
of its costs by liberal use of the waste- 
basket. 


Raymond Davis 


ares have been developed 
which assure the lasting quality of 
the film stock comparable with that of 
the best grade of paper. Such film stock 
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may be identified as meeting the speci- 
fications of the National Bureau of 
Standards by a manufacturer’s mark, a 
solid triangle after the word “safety” 
in the edge marking of the film. How- 
ever, the clarity of the image is de- 
pendent upon the optical and mechani- 
cal characteristics of the camera as well 
as the exposure and processing of the 
film, The image quality obtainable with 
a given camera and film may be tested 
by means of a special “resolution 
chart” available from the National 
Bureau of Standards. 

Since excessive dryness causes the 
film to break, split, or crack, it is neces- 
sary to provide proper humidity in the 
storage of the film. Or, if the film al- 
ready is excessively dry, it should be 
conditioned for a few days in a hu- 
midifier. Also recommended is the use 
of chemical storage cabinets for film 
not stored in air-conditioned space. 


Conclusion 


HE views summarized here show 

that there are many practical ad- 
vantages to microfilming of records. 
One of these is space saving. How- 
ever, in all instances it is recommended 
that careful estimates of relative costs 
be made before a project is started. 
Once begun, it is most important to 
make certain that the records are 
properly prepared, completely indexed 
for film reference use, and the camera 
job properly done. As to the accept- 
ability of microfilms as legal evidence 
in court, there has not been sufficient 
legal background to warrant positive 
conclusions, except as to the importance 
of laying the proper foundation for 
their introduction in court. However, 
such records are usually admissible 
when they are properly identified and 
explained. 





<4 HROUGHOUT the world today there exists a kind of social 

madness that has made industry the slave of govern- 
ment nearly everywhere, except in the United States. This mad- 
ness is known as totalitarianism, governmental planning, state 
Socialism, or by some other name. 

“In America we have considered our free economy very 
secure against this social malady. We have said it could not 
happen here, and I hope that it could not. But in the NRA days 
and in the war period we have seen how easily, under some cir- 
cumstances, the direction of industry can fall into the flounder- 
ing, bungling hands of government. 

“Even recently we have seen governmental agencies and con- 
gressional investigating committees too ready to prescribe the 
remedies for complex industry problems. We have seen how 
insidiously the idea has taken root that government knows the 
answer better than industry itself. 

“The petroleum industry should to the full extent of its ability 
oppose the spread of governmental regulation—should protect 
its right to solve its own problems—and, above all things, should 
not run to the government and invite it in to control our busi- 


ness. 
—A. W. PEAKE, 
President, Standard Oil Company (Indiana). 
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The Northwest Patrol 
Takes to the Air 


An account of a new technique in the adventurous northwest 

country for patrolling power lines and outdoor plant facilities 

with the aid of airplane spotters, during the winter months when 
other forms of travel are restricted. 


By KIMBALL I. JACK* 
PUBLICITY DIRECTOR, WASHINGTON WATER POWER COMPANY 


TRANSITION is taking place in 
A the Pacific Northwest regard- 
ing the patrol of transmission 
lines. Long and torturous journeys on 
foot or by truck over rugged and 
sparsely inhabited area are giving way 
to modern methods of patrolling by 
airplanes. Yet every now and then 
comes a situation that calls for unusual 
stamina to win the age-old battle with 
the elements, 

The Washington Water Power 
Company serves an area approximately 
35,000 square miles, with transmission 
lines that require inspection extending 
some 1,500 miles. Transmission lines 
lead over many serene lakes, through 
forests, and cling on mountains so steep 
that structures project horizontally 
like flagpoles on the side of a city sky- 


*For additional personal note, see “Pages 
with the Editors.” 
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scraper. The Northwest is like that. 

Each of the company’s six divisions 
relies upon local commercial planes to 
make line inspection twice each year. 
One flight occurs in early spring after 
damaging storms of winter have sub- 
sided, and the other in late fall before 
sleet and winds set in. These trips, 
flown for visibility always between the 
sun and shimmering wires, are a de- 
light to the plant superintendents who 
cover them, Skimming from 50 to 150 
feet above the ground at a speed of 65 
or 75 miles per hour, the observer’s 
trained eye can detect split crossarms, 
cracked insulators, leaning structures, 
and even floaters with great accuracy. 

Glen George, of Spokane, who re- 
cently completed a 115-mile run re- 
vealed potential interruptions in one 
split crossarm and five broken insula- 
tors. Crews that follow to make repair 
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revert to what future generations may 
call primitive methods of travel. A 27- 
mile strip between Spokane and Long 
lake normally requires two days by 
truck. The plane does the patrol in 
twenty-five minutes. 

Over mountainous area, a plane must 
fly sufficiently high to avoid the hazard 
of air currents. Upon descending into 
a valley the slope of the mountain is 
followed, and altitude is gained by 
spiraling before passing to mountains 
on the other side, Sharp right angles in 
the transmission line are inspected by 
making a counter-clockwise circle at 
the point of the angle, thus approach- 
ing the new direction in a straight line. 
Vibration makes binoculars useless. 


| ee pleasant and timesaving 
line inspection may be by air- 
plane, emergency patrolling, and actual 


repair of trouble, is quite another mat- 
ter. The Northwest, and especially in 
Washington Water Power area, pa- 
trolmen must contend not only with 
distance, and rough terrain, but also 
wide variation in weather. The one 
good rule to follow in emergency jobs 
with all three items against the patrol- 
man is “let the novice beware.” 

For example, on the Idaho-Montana 
divide yawns the mouth of a mine re- 
quiring electric service 6,000 feet in the 
air. What was there to do about ten 
o'clock one winter night when the 
phone rang and it was reported by the 
mine foreman that power was off? At 
daybreak the company’s 5-man crew, 
consisting of John Cavanaugh, Sid 
Stephey, Charles and George Huelle- 
mann, and Harry Couper, set out to 
locate and repair the trouble. 

Five inches of snow had fallen in 
the night, and footing was difficult. It 


MAY 20, 1948 


required five hours plodding to reach 
the mountain which towered in the 
clouds, with cliffs and talus and scat- 
tered vegetation running almost 
straight up and down. In the ravines 
lay some ten feet of snow with a thin, 
hard crust. The men reported that they 
could not proceed with snowshoes, 
and they could not proceed without 
them, From ten o’clock in the morning 
they climbed until six o’clock at night 
to reach the trouble. 


On wire was broken. Frost had 
done the damage, and upon this 
single word hangs a most extraordinary 
tale. The city dweller has no idea as 
to what frost means with a slight wind 
blowing and temperature at about 28 
to 30 degrees, slightly below freezing. 
In twenty-four hours time, if the hu- 
midity is right, the electric wire grows 
to the size of a stovepipe. At the mine 
an unbelievable weight had pulled the 
wire to the ground. Photographs and 
testimony place the accumulated frost 
and ice on the wire at 14 inches in 
diameter. It was removed with claw 
hammers. 

After the wire was again in service, 
the men set out for one of two cabins 
maintained on the mountain with 
gloves frozen to their hands. The 
cabins, located one-half mile apart for 
emergency purposes, contain food, a 
stove, firewood and blankets and tools. 
With a fire burning, gloves were soon 
thawed and canned goods, pancake 
flour, and dried vegetables ended a long 
day. 

In the early days of extending new 
service into mountainous area, a 150- 
foot span of electric wire was consid- 
ered sufficient, but the first winter 
everything came down. New poles were 
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The Washington Water Power Company 


<4 HE Washington Water Power Company serves an area approxi- 

mately 35,000 square miles, with transmission lines that require 

inspection extending some 1,500 miles. Transmission lines lead over many 

serene lakes, through forests, and cling on mountains so steep that struc- 

tures project horizontally like flagpoles on the side of a city skyscraper. 
The Northwest is like that.” 





added to reduce the span to 75 feet, 
with braces running four ways, but the 
wind, which has little regard for hu- 
man endeavor, raises vibration prob- 
lems at the insulators, and the frost, 
which clings to copper wires with seem- 
ing delight, breaks wire. 


|. eee type of patrolling is done 
in forest area, such as the com- 
pany serves toward the southwestern 
part of its territory. During the win- 
ter an outage occurred on a line run- 
ning to Pierce, Idaho. Poor visibility 
made airplane inspection along the 
400. to 800-foot spans impractical, so 
after sectionalizing the line and locat- 
ing the approximate point of trouble, 
crews set out, Traveling to a logging 
camp by truck, the crew then borrowed 
2 D-7 bulldozers to clear a trail 
through 7 feet of snow. A broken in- 
sulator was at fault, and temporary 
repair was made, with the crew return- 
ing later to complete the task. 
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Between the small towns of Ruebens 
and Culdesac, ‘line patrolmen recently 
met another typical cause of outage 
where electric wires carrying 60,000 
volts made a 1,200-foot span over a 
canyon 1,200 feet deep. In this in- 
stance, a “snag,” which out West is a 
term applied to dead trees left standing, 
had fallen across the line. The plane 
made several passes before the com- 
pany observer spotted insulator trouble. 
It was a windy, dull day, and the little 
cub plane was tossed around consider- 
ably. Crews were brought by truck to 
within 24 miles of the trouble, and with 
the aid of a farmer and his caterpillar 
tractor and a sleigh loaded with ma- 
terials and tools, the ten men restored 
service within two hours. 


B” perhaps we must turn to the 
Lake Chelan country in the heart 
of the Cascade range in north central 
Washington to find a challenge to pa- 
trolmen unequaled in the Northwest. 
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This 110,000-volt line extending 52 
miles supplies electricity to the Howe 
Sound Mining Company’s operations 
at Holden, Washington, largest cop- 
per-gold workings in the state, and en- 
ters the most rugged mountain terri- 
tory in Washington Water Power 
service area. 


— line, built in 1937 through 
heavy timber and over nearly im- 
possible terrain bordering Lake Che- 
lan, starts at the Chelan power station 
15 miles from the lake. Mountains are 
almost vertical as their slopes enter the 
lake waters, and pole structures paral- 
lel the shore line for about 27 miles. 

Near Lucerne, about two-thirds of 
the way up the lake, the line crosses the 
lake with a span of 4,650 feet. The 
three conductors are 50 feet apart 
where the line swings over the water. 
From towers 400 feet above the lake, 
the wires, each capable of withstanding 
20,000 pounds of tension, sag 250 feet 
in the crossing to within about 150 feet 
of the lake’s surface. Expansion of the 
line due to temperature changes in sum- 
mer and winter, raises and lowers the 
line from 30 to 50 feet. On the far 
shore, the line skirts the lake for a mile, 
then swings over Donke mountain and 
follows a precipitous mountain road to 
the mine. Virgin timber, spruce, hem- 
lock, and fir, stands as high as 250 feet 
along the right of way. 


canoe peaks 9,000 feet high 
protect numerous forms of wild 
life, and in early March patrolmen 
watched two bands of mountain goat, 
fifteen and seventeen in number, at the 
water’s edge, some of which were rub- 
bing their necks against pole structures. 
Gene Watson, line foreman who has 
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patrolled the line for seven years, char- 
ters a boat and cruises slowly along the 
shore line, using powerful binoculars 
to study each inch of conductors, pole 
structures, crossarms, insulators, and 
connections. In some places the cliffs 
are so sheer, steel support arms have 
been driven into the rock walls and ex- 
tend over the water to accommodate 
the line. 

Patrolmen mark points of possible 
later danger, then return with crews 
and equipment to repair them. Emer- 
gency materials are deposited in many 
locations to speed the repair on any 
breakdown that may occur. The men 
leave the boat when the line has crossed 
the lake and hike the remaining 10 
miles over a trail which is both severe 
and dangerous. 

Emergency repair during the win- 
ter constitutes a story in itself, and has 
for its core the daring and fortitude 
of the men who must snowshoe to the 
point of trouble, often in blinding 
snowstorms and in zero weather, It is 
vital to mining operations that service 
be restored quickly, for long interrup- 
tions are both costly and very danger- 
ous. 

Says Foreman Watson, relating a 
typical story: 


“ye night last winter a heavy 
snow began falling in Chelan, 
and we knew still heavier snow was 
falling higher in the mountains. Then 
it ‘busted’ out, as could be readily seen 
by operators who were watching their 
dials and indicators. Somewhere in the 
mountains, a huge tree, with branches 
laden with snow, had probably snapped 
and fallen, 

“With 18 inches of snow already on 
the ground, and mine officials telling 
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us over the phone line that the snow- 
fall was three times as great at the 
mine, we set to work. Our equipment 
was ready and a boat was waiting. We 
steered by compass because falling 
snow blacked out a light on the water. 
The line was first tested at Mitchell 
creek, then at Prince creek, and we 
knew that the trouble was somewhere 
up on Donke mountain. It was mid- 
night when we got on the trail. 
“Linemen Mark Tveit and Lon 
Rader, groundman Ed Renn, and 
serviceman Willard Lord, each mem- 
ber of the party carried about 40 
pounds of equipment. We changed off, 
carrying the battery searchlight which 
weighed 15 pounds. It was 10 below 
zero, but we were plenty warm. It sure 
was black, and I’ll never forget how the 
wind howled. Tree limbs breaking un- 
der the snow sounded like rifle shots. 
“When we found the trouble—a 
huge fir tree that had snapped half way 
up and was still hanging to the wire— 
we climbed the pole and cut the wire, 
then restrung it. Our biggest wonder 
was that a fire hadn’t started and 
burned the pole. I guess luck was with 


” 


us. 


LS gees the past year, the company 

has experienced 17 emergency 
patrols by airplane, and in 15 in- 
stances the trouble has been located 
quickly. Novel causes of interruption 
include grass fires, one of which burned 
14 poles and gave Division Plant Su- 
perintendent Ernie Johnson a real 
headache. Other novel causes of inter- 
ruption include an airplane which hit 
the Chelan line and tumbled into the 
lake, birds, and careless boys who use 
the insulators for targets in rifle prac- 
tice. 

But each area, regardless of the 
cause of service interruption, is proud 
of the willingness of its men to restore 
service quickly. The secret of morale 
may be uncertain, but it is not a mistake 
to say that the attitude of utility patrol 
and service men is all important and 
always a source of company pride, Such 
men as George Whiteley, George Brun- 
zell, Virgil Thompson, Sam Hammar, 
and others already mentioned who su- 
perintend the work, and whose excel- 
lence is duplicated in every utility com- 
pany, plus a skilled staff of workers, 
are responsible for the utility’s long 
record of good service. 





Believe It Yourself, First 


ny 3s is my belief that no corporation can accomplish a fully 
satisfactory job of public relations unless every official, 
salesman, and other employee of that organization is indoctri- 
nated and taught to exercise his own important functions as 
a public relations representative of the corporation. Experi- 
enced and successful public relations specialists realize that 
their principal value is not indicated by their own published 
pronouncements and extraneous contacts, but by thew success 
in teaching the personnel of the corporation to function effec- 
tively as individual creators of sound public relations for the 
corporation which gives them employment.” 

—Lovuis RUTHENBURG, 

President, Servel, Inc. 
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Wimberly Gets Through 


HE decision of the Republican 

Policy Committee in the Senate to 
put a “freeze” on major appointments by 
President Truman seems to have had 
somewhat of a chain reaction. Admin- 
istration supporters, who jumped into the 
controversy with charges that the Re- 
publicans were trying to play politics 
with the control of the world’s most de- 
structive weapon, primarily intended to 
bring pressure on the Senate for the full- 
term confirmations of the members of 
the Atomic Energy Commission, headed 
by David E. Lilienthal. But the grass 
fire of criticism which swept through 
various editorial pages of the nation 
spread the agitation to other fields of Fed- 
eral appointment, including the Federal 
Power Commission. Senator White, 
chairman of the Senate Interstate and 
Foreign Commerce Committee, let it be 
known informally that he did not feel 
bound by any “freeze” agreement of the 
policy group. He forthwith scheduled 
hearings on the two Truman appoint- 
ments to the FPC. 

One of these, the reappointment of 
Harrington Wimberly, had no trouble. 
He was confirmed on May 5th. The other, 
appointment of a former member of the 
Pennsylvania Public Utility Commission, 
Thomas C. Buchanan (to the vacancy 
left by the resignation of Commissioner 
Richard E. Sachse), resulted in a split 
between the two Senators from Penn- 
sylvania. 

The senior Senator, Francis J. Myers, 
primarily sponsored Buchanan, whose 
views on stringent regulation are well 
set forth in his dissenting opinion in 
Pennsylvania Public Utility Commission 
v. Peoples Natural Gas Co, 53 PUR NS 
110. Buchanan’s nomination likewise was 


actively supported by a strong minority 
bloc of New Deal Senators, principally 
westerners, headed by Senator O’Ma- 
honey (Democrat, Wyoming). Senator 
O’Mahoney, whose opposition to an 
earlier Truman nomination (Burton N. 
Behling) to the same vacancy caused the 
President to withdraw the same, did not 
come through with previously indicated 
opposition to Wimberly, who was con- 
firmed without objection. 


OLITICAL observers therefore specu- 

lated as to the possibility that the two 
appointments were in the nature of a 
“parlay” compromise—meaning that the 
New Deal Senators would not try to 
block Wimberly if the Republicans were 
willing to accept Buchanan. But the fact 
that both of these nominees are Demo- 
crats does not make such speculation add 
up properly—in the light of the Repub- 
lican Policy Committee decision. Further 
complication was the fact that the junior 
Senator from Pennsylvania, Edward 
Martin, was the governor who refused 
to reappoint Buchanan to the Pennsyl- 
vania commission. 

At a meeting of the Senate Interstate 
and Foreign Commerce Committee on 
April 29th, it was decided to split the 
two FPC appointments. On May 6th the 
committee heard two Pennsylvanians, one 
a utility man, oppose Buchanan, but 
senatorial questioning of these witnesses 
seemed critical on the whole. What the 
committee did on April 29th was to report 
favorably the renomination of Commis- 
sioner Wimberly to the Senate floor. But 
the nomination of Buchanan was held up 
for further hearings, scheduled for May 
6th, because of alleged opposition on the 
part of three members of the committee. 
Thus, unless the New Deal bloc, headed 
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by Senator O’Mahoney, is in a position to 
push Buchanan’s early approval through 
committee, it appeared very much as if 
the nomination of Buchanan were faced 
with additional delay. At this stage of the 
congressional session, such delay could 
be fatal to the nomination. 

Senate majority leaders are somewhat 
miffed over the cry of “politics” which 
the administration has been sending up 
over the “freeze.” They are looking back 
in the records to show that this is not 
the first time a political party, on the 
threshold of what it considers to be a 
good chance of capturing the presidency, 
has declined to assist the incumbent ad- 
ministration in the process of nailing 
down as many political jobs as possible 
before election day. The refusal of the 
Democrats in 1932 to confirm some of 
the appointments of former President 
Hoover, and even earlier instances, are 
being trotted out as precedents. The only 
undeniable conclusion seems to be that 
this is political football season when there 
is literally nothing sacred—not even the 
atom bomb. 


* 
FWA Flops As Horatius 


HAT ubiquitous clan known as 

Washington observers raised their 
traditional eyebrows in traditional sur- 
prise when the word was bruited about 
that the Federal Works Administration 
had stepped in at the last minute to block 
the sale of the South Carolina Power 
Company (owned by Commonwealth & 
Southern) to South Carolina Electric & 
Gas Company. So many other vain at- 
tempts have been made by public owner- 
ship advocates, as well as Santee-Cooper 
and the city of Charleston, to block this 
deal that the FWA gesture before the 
Federal Power Commission appeared in 
the nature of a desperate last-ditch ef- 
fort, almost resembling the heroic Hora- 
tius at the Bridge. But FWA in the role 
of Horatius was a sore disappointment, 
since the FPC’s 7-page opinion, approv- 
ing the deal, brushed aside the FWA ar- 
guments with the following four sen- 
tences : 


The Federal Works Agency protests the 
methods used by Commonwealth & South- 
ern in its negotiations with the authority and 
the refusal to accept the offer of the au- 
thority. In addition that protestant suggests 
that the commission inquire whether there 
exists an understanding and agreement be- 
tween the applicant and Commonwealth & 
Southern to restrict the sale of electric en- 
ergy in the area in question and to prevent 
competition in such sale in violation of law. 
... With respect to the suggestion presented 
by the Federal Works Agency, that inquiry 
be made as to possible understanding or 
agreement between applicant and Common- 
wealth & Southern to restrict the sale of 
electric energy, we find no evidence in the 
record before us which would warrant such 
further investigation. That agency, interven- 
ing after the record had been closed, takes 
the record as theretofore made in this pro- 
ceeding. 


HE story-behind-the-story seems to 

be that Alan Johnstone, general 
counsel for FWA, resolved to make this 
last-minute try on behalf of the crusaders 
for public ownership at any price, after 
both the South Carolina Public Service 
Authority (Santee-Cooper) and the city 
of Charleston and other Carolinians had 
failed to make any impression on the 
South Carolina Public Service Commis- 
sion, the Securities and Exchange Com- 
mission, the South Carolina Supreme 
Court, and the South Carolina legisla- 
ture. 

As a matter of fact, Mr. Johnstone 
probably selected the least auspicious 
tribunal of the bunch, when he took his 
case before the FPC. The records show 
that the FPC has, in every such case, fol- 
lowed the approval of such transactions 
by the Securities and Exchange Commis- 
sion. As the FPC pointed out in its opin- 
ion, its jurisdiction in such cases is lim- 
ited, under § 203 of the Federal Power 
Act, to the real consideration of whether 
the proposed deal is “compatible” with 
public interest. 

FWA holds the bonds on Santee-Coop- 
er, which explains its interest, or pro- 
fessed interest, in the South Carolina 
deal. These bonds have never been put 
on the public market. Thus the Federal 
government, through FWA, holds a 
mortgage on the big publicly owned hy- 
droelectric development in South Caro- 


689 MAY 20, 1948 





PUBLIC UTILITIES FORTNIGHTLY 


lina. The South Carolina Supreme Court 
still has the final word before the Caro- 
lina merger is technically cleared. 


* 


The Moore-Rizley Bill Again 


_— sudden and somewhat sur- 
prising activity of the Interstate 
and Foreign Commerce Committee was 
its resumption of interest in the Moore- 
Rizley Bill (HR 4051). The committee 
decided to take up this bill on the same 
day as the Wimberly-Buchanan appoint- 
ments were taken up. Subsequently it was 
decided to let the matter go over until 
executive session on May Sth. 

Charges that this bill to amend the 
Natural Gas Act would, if enacted, raise 
the price of natural gas to consumers were 
renewed by Senator Stewart (Democrat, 
Tennessee). In a minority opinion, 
Stewart opposed the legislative charges 
already endorsed by a subcommittee of 
the Senate Interstate and Foreign Com- 
merce Committee. Stewart inferred that 
the natural gas companies were more 
anxious to increase their profits than to 
meet increased operating costs. The Sen- 
ator’s views were said to be significant as 
the line likely to be taken by the New 
Deal bloc of Democratic Senators, led by 
Senator O’Mahoney (Democrat, Wyo- 
ming), if the bill reaches the floor of 
the Senate chamber for action. 


* 


Reclamation on the Carpet 


HE long-awaited hearings of the 
Harness Committee on Executive 
Office Publicity and Propaganda got un- 
der way in the House of Representatives 
on April 26th. The first witness was 


Senator Downey (Democrat, Cali- 
fornia), who further elaborated on pre- 
vious claims that certain Reclamation 
Bureau officials are guilty of “high crimes 
and misdemeanors.” 

Evidence supporting these accusations 
should, in the opinion of the Senator, 
lead to the impeachment of the officials 
concerned. Such evidence, slated to be 
introduced as the hearings progress, is 
expected to show: (1) A concerted cam- 


paign of dishonest publicity to deceive 
the people and public officials about the 
Central Valley project. (2) Waste of gov- 
ernment appropriations for such pub- 
licity purposes. (3) Unlawful lobbying 
activities by Federal officials and em- 
ployees. (4) Falsified and irregular ac- 
counts. (5) Manipulation of construction 
schedules to discredit Congress. (6) In- 
competent and inefficient personnel. 

Reclamation Bureau officials are stand- 
ing by and fighting back against this 
withering barrage of bureau critics, 
headed by Senator Downey. Reclamation 
Commissioner Straus, California Re- 
gional Director R. L. Boke, Assistant 
Secretary of Interior Warne, and Chief 
of Operations Lineweaver insist that 
these charges and the committee’s investi- 
gation are attempts to discredit the bureau 
by “selfish interests.” 

Messrs. Straus et al. obviously recog- 
nize that their public power and other 
policies are due for overhauling if there 
is a change in the administration follow- 
ing the election. Their present strategy 
appears to be to press on with these poli- 
cies, regardless of criticism, to the utmost 
extent. Their idea seems to be to make 
it as difficult as possible for a different 
set of officials to undo their work or alter 
their policies. The outcome of this in- 
vestigation, therefore, is likely to be a 
joining of issues over Reclamation poli- 
cies which will be taken up in the forth- 
coming political campaign. 


. 


A Squeeze on Red Unions 


peng employees throughout the 
states, as well as Washington, are 
slated for control through their pay en- 
velopes if their union membership should 
happen to stray into the fold of Red 
shepherds. Such would be the effect of 
the policy recently approved by the House 
Appropriations Committee to authorize 
the Comptroller General to refuse pay- 
ment of wages to any government em- 
ployee who is a member of a union having 
Communist officials. The CIO United 
Public Workers of America is the ob- 
vious target of the bill. 
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Liberal Durr to Leave FCC 


HE decision of Commissioner Clif- 

ford J. Durr of the Federal Com- 
munications Commission to leave the 
agency results in a Democratic vacancy 
in this top regulatory commission. Since 
Mr. Durr is generally known to have a 
liberal slant on present problems, the 
nomination of his successor by President 
Truman during this election year pre- 
sents numerous political speculations. 

The 7-man commission includes at 
present (with Mr. Durr.) three Demo- 
crats, three Republicans, and one inde- 
pendent. If Mr. Truman should decide 
to nominate a Democrat with even a 
fringe of liberal philosophy, it is thought 
generally that the Senate would refuse 
or hold up confirmation until after the 
election. Commissioners serve a 7-year 
term. 

In announcing that Mr. Durr would 
not seek reappointment when his term 
expires June 30th, the White House said 
that the commissioner had declined Mr. 
Truman’s offer of reappointment because 
he no longer could afford to live in Wash- 
ington and raise a family on his govern- 
ment salary. Mr. Truman praised Durr 
as an able man on the commission when 
he made the announcement at a press 
conference. 

The withdrawal of Mr. Durr relieves 
Mr. Truman and the administration of 
several embarrassing situations: (1) 
President Truman’s program for check- 
ing the loyalty of Federal employees has 
been openly criticized by Durr; (2) Vir- 
ginia Durr, the commissioner’s wife and 
sister-in-law of Supreme Court Justice 
Hugo Black, is chairman of the Wallace- 
for-President organization for northern 
Virginia ; (3) Durr objected to J. Edgar 
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Hoover’s action in furnishing informa- 
tion on subversive activities to FCC; (4) 
he has been vocal in his criticism of the © 
House Un-American Activities Commit- 
tee. 


EOPLE in the telephone industry are 

hopeful that, when an appointment 
finally is made and confirmed, the new 
commissioner will have actual experience 
in and knowledge of the telephone busi- 
ness. 

In view of the political situation and 
the general conflict between Congress and 
the President, many believe that the va- 
cancy will not be filled until after the 
election. However, there is the possibility 
that the President, in order to play safe, 
might make an appointment on a merit 
basis, possibly from the ranks of FCC. 
Such a decision would present a better 
chance of Senate confirmation. 


Georgia Commission and 
Courts Tangle 


Gomes Bett TELEPHONE Com- 
PANY finds itself in the middle of a 
dispute between the Georgia Public 
Service Commission and the state courts 
in a rate case. 

Most recent development was a sur- 
prise motion on the part of the state 
commission to abandon a hearing in proc- 
ess before a special master appointed by 
the Fulton County Superior Court to take 
evidence in a judicial review of the tele- 
phone rate order of the commission, By 
this move the commission hoped to halt 
the court proceedings and throw the case 
back into their own hands. The motion to 
abandon the hearing was made by Geor- 
gia Assistant Attorney General Wright 
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Lipford. The special master, Atlanta at- 
torney Allen W. Clapp, dismissed the 
motion. At this point the state officials 
walked out of the hearing, leaving the 
company to present its entire testimony. 

Originally, Southern Bell had re- 
quested an increase in rates totaling 
$3,700,000 a year. The state commission 
allowed it only $1,400,000 on a tempo- 
rary basis, disallowing many items of 
expense, including $360,000 in fees paid 
to the American Telephone and Tele- 
graph Company. The company appealed 
to the Fulton County Court and was 
awarded an additional increase of $360,- 
000. Then both the company and the 
commission appealed this decision to the 
Georgia Supreme Court, which set May 
10th for presentation of legal argument. 

The reason for the confusion is much 
more simple than the legal tangle indi- 
cates. The commission contends that the 
county court usurped its regulatory pow- 
er when it ordered an additional increase 
in rates in its temporary order. The com- 
pany points out that it welcomes a rehear- 
ing on the permanent rate schedule, but it 
insists that such a hearing does not “re- 
move the necessity of the Georgia courts 
deciding on temporary rates.” Southern 
Bell contended “The two actions—one 
for emergency relief and one for perma- 
nent rates—are different cases with dif- 
ferent objectives, and neither conflicts 
with the other.” 


F  gutane new development in Bell sys- 
tem rate cases is the request of the 
New England Telephone & Telegraph 
Company for a rate increase to produce 
about $10,000,000 in additional annual 
revenue in Massachusetts. This case is 
extremely important to the New Eng- 
land Company, because the state of Mas- 
sachusetts contains about 70 per cent of 
the company’s 2,058,620 telephones. The 
company has found that the 5 per cent 
emergency increase authorized last Au- 
gust has not been sufficient to offset the 
persistent advance in operating costs. 
The New England Company also has 
recently filed a new rate increase request 
in the state of New Hampshire. This 
new schedule of proposed phone rates 
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would increase revenue from the com- 
pany’s New Hampshire operations by 
$1,754,000 annually. This request is for 
advances in addition to the two tempo- 
rary increases permitted the company 
since last August. The company asserts 
that, even with the temporary boost in 
effect, operations for 1948 would show 
a loss in the state of about $27,000. 


* 
Presidential Poll of Telephone 


Union 


Oo telephone workers are tak- 

ing a definite group interest in pol- 
itics during this election year. The Com- 
munications Workers of America has 
taken a poll of its membership to deter- 
mine presidential preferences. The sam- 
pling was taken from the independent 
union’s officers and membership. 

One striking result of the poll was the 
fact there was a marked difference in 
the opinions of the officers as contrasted 
with those of rank-and-file membership. 
The officers favored Mr. Truman as the 
next President, giving him 80 per cent 
of the vote. On the other hand, the rank- 
and-file members voiced preference for 
Republican candidates. In the latter 
group, Mr. Truman received 39.7 per 
cent of the votes, while Republican candi- 
dates received nearly 50 per cent. The 
questionnaires listed the names of Tru- 
man, Dewey, Stassen, Wallace, Taft, and 
Vandenberg and left space for “write-in” 
choices. 

Here are the detailed results as the 
union reported them : 

In the rank-and-file group, President 
Truman received 39.7 per cent of the 
votes; Dewey, 21; Stassen, 12.1; Van- 
denberg, 8.1; Taft, 5.9. Wallace trailed 
the others with 4.4 per cent of the votes. 
Write-in names received 8.8 per cent of 
the ballots, divided among General 
Dwight Eisenhower, Governor Warren 
of California, General Douglas Mac- 
Arthur, Speaker of the House Joseph 
Martin, Secretary of State Marshall, 
Governors Green of Illinois and Folsom 
of Alabama. 

The union’s officers and stewards gave 
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President Truman 80 per cent of the 
votes, the remainder being divided 
among Stassen, 5.6 per cent; Dewey, 
4.4; Wallace, 3.3. No votes were cast 
among the officers for Taft or Vanden- 
berg, but write-in candidates, Warren 
and Martin, took 6.7 per cent of the votes 
between them, 

The union represents some 230,000 
phone workers throughout the country, 
largely in Bell system companies. In an- 
nouncing the result of the poll, the union 
said, “President Truman has come out 
head and shoulders above any other 
presidential candidate. CWA also asked 
members as to whether or not they were 
registered voters. It was found that 77 
per cent of them were registered. Presi- 
dent of the union, Joseph A. Beirne, said 
that the leaders are doing all they can to 
get the remainder registered so as to be 
in a position to vote. He also said, “The 
lawyers are putting the finishing touches 
to the rules of operation of our new 
political league and it will be ready for 
business within a few weeks.” 

The CWA convention takes place in 
Spokane the week of June 6th, just be- 
fore the Democratic and Republican con- 
ventions. The officers want to be in a 
position to make an endorsement of a 
presidential candidate at that time. 


> 


New Stock Financing 
For AT&T 


Se American Telephone and Tele- 
graph Company plans to acquire its 
new capital for expansion from equity 
securities in so far as this is possible. 
President Leroy A. Wilson, at a recent 
stockholders’ meeting, said that the 
management is taking every means to 
build up sufficient earnings to permit the 
majority of financing through the sale of 
stocks, or of convertible debentures, 
which will later be exchanged for stock. 
This means of course that the manage- 
ment will bend every effort to maintain 
earnings sufficiently high to insure pay- 
ment of its traditional $9 dividend and 
at the same time hold or improve its gen- 
erally healthy financial condition. Mr. 
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Wilson stressed the facts that rapidly in- 
creasing cost of providing service since 
the end of the war may force the com- 
pany to request additional rate increases. 
Concrete evidence of this intention al- 
ready has come to light in the recent re- 
quests for additional rate advances for 
New England Bell Telephone & Tele- 
graph Company in the states of Massa- 
chusetts and New Hampshire. 

At the present time about one-fifth of 
the funded debt of the parent company 
is composed of convertible debentures. 
The present ratio of debt to stocks in the 
capital structure is about one-half. This 
latter ratio is relatively high with respect 
to bonds for the conservatively financed 
AT&T. 

The heavy construction program 
necessary to meet unprecedented demand 
for telephone service will require large 
amounts of new capital. Mr. Wilson 
pointed out that the company has raised 
nearly $2,000,000 of new capital during 
the past twenty-four months. However, 
the bulk of this new money was in the 
form of long-term bond issues. This is 
the situation which the management de- 
sires to change by obtaining larger pro- 
portions of new money in the form of 
stock. 


M* WILson showed confidence that 


regulatory commissions would 
continue to grant the operating com- 
panies rates sufficiently high to provide 
reasonable dividends for investors, ade- 
quate pay for employees, and satisfac- 
tory service to subscribers. He said that 
in the past they have done so and that 
there is every reason to believe that on 
the whole they will continue to do so. 
On the labor situation, Mr. Wilson 
stated that he feared his company had 
not done all it could to improve the rela- 
tionship between management and labor. 
At the present time he fears that the com- 
pany may be caught in a confusing inter- 
necine fight among several labor unions 
which are fighting each other for the 
privilege of representing the workers. 
He labels the present situation as a 
“Heinz variety” of unions in a crazy- 
quilt pattern. 
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and Comment 


By OWEN ELY 


The Evidence against 
Competitive Bidding 


B ben has been some criticism re- 
cently of the Securities and Ex- 
change Commission, in utility and bank- 
ing circles, in connection with the con- 
tinued application of Rule U-50—the re- 
quirement of competitive bidding for new 
offerings under SEC jurisdiction. (See 
FORTNIGHTLY of May 6th, page 631.) 
The FPC and many of the state commis- 
sions follow the lead of the SEC in this 
respect. It is true that the SEC has eased 
up slightly with respect to utility pre- 
ferred and common stock issues; most 
of these have been handled recently on a 
“seminegotiated” or negotiated basis. 
Following is an estimate of the degree 
of success of 46 utility offerings during 
the first four months of 1948 (the record 
is not complete, but is considered repre- 
sentative) : 
Competitive Negotiated 
No. Mill. No. Miil. 


Very successful 9 $143 2 $25 
Moderately successful 7 116 3 29 
Slow 17 2 15 
Difficult (price 

reduced, etc.) 


7 $69 

Of the “competitive” utility issues, 16 
were apparently successful as compared 
with 23 considered slow or difficult. Of 
the negotiated deals, 5 were successful 
and 2 moved slowly. A complete record 
was not compiled for industrial and rail- 
way issues, but those examined at ran- 
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dom—6 issues with a total amount of 
$95,000,000—were quite successful, all 
but one moving rapidly out of the bank- 
ers’ hands. 


ESPITE the large number of slow- 

moving utility issues, most of the 
small bond offerings still attract bids 
from some six or eight banking groups. 
The question arises as to why these 
houses continue bidding for issue after 
issue despite the difficulty in placing 
them, and the fact that the net profit per 
bond in many cases is not much larger 
than the commission rate on the New 
York Stock Exchange. The reason seems 
to be that these houses had enjoyed a few 
years of successful syndicate operations 
in handling refunding issues, during a 
rising bond market, The insurance com- 
panies and other institutional buyers at 
that time bought most new issues readily, 
and, if the brokers found their estimates 
were overoptimistic, a rising market 
would often “bail them out” within a few 
weeks. Competitive bidding was less of a 
handicap under these favorable condi- 
tions. 

The syndicate departments of these 
houses are still geared to handle new of- 
ferings, and there is not as much other 
bond business as formerly. Hence the 
continued demand for business and ap- 
parent willingness to handle two slow 
issues for the sake of getting one “hot” 
one. Yet, the very fact that many houses 
bid for small offerings makes the com- 
petition quite keen. With the present in- 
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dependent attitude of the institutions, it 
has become more difficult to gauge the 
demand for a new issue at a given price. 
Comparison with existing issues, which 
used to be a reliable guide to pricing, does 
not work so well any longer. There have 
been a number of cases in the past year 
where a considerable spread existed be- 
tween the final price of the new issue, 
and comparable seasoned issues. 


HE SEC has been fearful that, un- 
less competitive bidding were main- 
tained, some houses might dominate the 
business. But competitive bidding does 
not seem to make much difference. With 
the larger corporate issues (usually tele- 
phone bonds) the same two houses— 
Morgan Stanley and Halsey, Stuart— 
are generally lined up in the competition. 
On the smaller deals some fifteen or 
twenty houses are usually interested as 
potential heads of groups. These firms 
are specialists in this field; other houses 
follow their lead. It seems doubtful 
whether the suspension of competitive 
bidding would make any great difference 
in the picture. It might tend to eliminate 
a few firms which are less active in the 
negotiated type of deal. On the other 
hand, other firms, which have ample re- 
sources but have not liked competitive 
bidding, might come into the picture. 
Certainly the commission’s indicated 
hopes that local houses would partially 
replace the New York bankers have not 
been borne out with respect to bond is- 
sues. This is because the market for 
these issues is largely institutional, and 
largely concentrated in the East. True, 
there is a growing trend toward local 
placement of preferred and common 
stocks, since under their present setup 
the institutions are not heavy buyers of 
these issues. But, in the local field, there 
is less room for competitive bidding. 
Also, the market risks are much greater 
in these issues. For these and other rea- 
sons, the SEC has begun to relax the re- 
quirements of Rule U-50 with respect to 
stock issues. Just the same, utilities 
usually have to make a special plea to 
obtain such exemption, and sometimes 
permission is only granted after it be- 
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comes obvious that competitive groups 
will not bid for the issue. 


* 


Statistical Data in 1947 
Utility Reports 

—— is a busy period for utility 

statisticians and public relations offi- 
cials, who must meet “deadlines” in the 
preparation of annual reports, agenda 
for stockholders’ meetings, press confer- 
ences, etc. 

A study of 20 annual reports for 1947 
of leading electric utility operating com- 
panies, released over the past few weeks, 
indicates that increasing attention is be- 
ing devoted to the job of keeping stock- 
holders fully informed. The use of 
photographs, colored maps, and charts is 
increasing—in fact, photography some- 
times seems overstressed at the expense, 
perhaps, of statistical and accounting 
data. However, a majority of the large 
utilities now present more complete 
statistics, though there is wide variety in 
style of presentation and in the number 
of years for which the data are given. It 
might be of interest to utility executives 
to compare notes on these statistical 
items and methods. 

Considering first the amount of sta- 
tistical data shown for the electric serv- 
ices, 80 per cent of the reports examined 
showed a breakdown of revenues and 
kilowatt-hour sales by classes of service. 
Three-quarters included the average an- 
nual residential usage, but only 55 per 
cent showed average kilowatt-hour rev- 
enues, and only 30 per cent the average 
annual bill. Sixty per cent revealed the 
number of customers and the kilowatt- 
hour sales. Only a few companies 
showed electric revenues over a long pe- 
riod of years, though this is one of the 
most easily prepared exhibits. Fifty-five 
per cent of the reports gave the number 
of customers by classes, and 45 per cent 
gave data on peak loads in relation to 
capacity. (Another 35 per cent gave peak 
demand only.) Only 10 per cent attempt- 
ed forecasts for future capacity and peak 
loads. 

Other statistics on electric service ap- 
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peared in occasional reports as follows: 


Community served 

Population served 

Miles of electric line 

Number and capacity of generating 
stations 

Data on substations, etc, .............. 10% 

Details of kilowatt-hour 
generation, power purchased, etc. ...25% 

Data on farm use 

Seasonal trend of industrial power sales 5% 

Hourly volume trends on typical 
winter day 

Weekly send-outs 


Le pe on the gas service were not as 
plentiful, but of course some com- 
panies’ gas business is negligible or nil. 
About 30 per cent of the companies gave 
data on the number of customers and 
MCF sales, and showed a breakdown of 
revenues and sales by classes of service. 
But only one or two companies out of 
the 20 gave scattered data on communi- 
ties served, population, miles of pipe, 
capacity, storage facilities, capacity 
versus peak loads, weekly send-outs, cus- 
tomers by classes, etc. 

The report of Cincinnati Gas & Elec- 
tric was noteworthy for the complete 
data on both electric and gas services, 
including an unusually large number of 
charts. Consumers Power and Delaware 
Power & Light also made a good showing 
with respect to gas statistics. Companies 
which had substantial “coverage” in the 
variety of their statistical data for elec- 
tric service included Puget Sound 
Power & Light, Public Service of 
Indiana, Philadelphia Electric, Pennsyl- 
vania Power & Light, Illinois Power, 
Potomac Electric, and Wisconsin Elec- 
tric. The first three also were outstand- 
ing in presenting 10-year tables or charts, 
and other companies which did so were 
Columbus & Southern Ohio Electric, 
Consumers Power, Florida Power, and 
Ohio Edison. 

Turning to statistics of earnings, 
Cleveland Electric Iliuminating makes 
an exceptionally complete presentation 
of 10-year data (partially charted) cov- 
ering revenues, wages, fuel, taxes, net 
income, share earnings and dividends, 
plant account, capital structure, etc. 

Only one report of the 20 examined, 
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that of Illinois Power, gave complete de- 
tails as to the means by which cash had 
been obtained and how it had been ex- 
pended over a period of years. (See 
pages 28-9 of report.) “Cash flow” data 
such as these are ordinarily not obtainable 
except from special exhibits, registra- 
tion statements, etc., yet they are of great 
interest to the utility analyst. The table 
might have been improved, however, by 
subdividing the item “net proceeds from 
sale of bonds, debentures, notes, and 
common stock” by giving details for 
each. The figures for property additions 
and retirements also might be tied in 
with the history of the gross property 
accounts and the depreciation account. 
So far as the writer is aware, data on the 
changes in the depreciation reserve are 
not furnished to stockholders by any of 
the utilities. 


| Py the period 1947-52, when the 
electric utilities will be increasing 
their net plant account by an estimated 
one-half, security holders and analysts 
will be interested in studying the figures 
showing actual retirements of property 
(through charges to depreciation re- 
serves and surplus) as compared with 
the additional plant installed. Will near- 
ly all the generating equipment be re- 
tained for stand-by emergencies, as it 
apparently was in the previous two 
decades, or will some of the oldest gen- 
erators be scrapped to make room for 
new? With transmission and distribu- 
tion equipment, actual substitution of 
new for old facilities will doubtless be 
the rule. Details on this process of plant 
reconstruction would be of great inter- 
est, if made available. 

Consolidated Edison’s report for 1947 
presented 10-year chart data on revenues, 
taxes, and share earnings and dividends. 
It is rather amazing, however, that only 
a few of the utilities presented data on 
earnings and dividends for a period of 
years, which information should be of 
major interest to the stockholder. While 
these figures are obtainable in the 
financial services (Standard & Poor’s, 
Moody’s, and Fitch), they should be in- 
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cuded in annual reports as a matter of 
course. 

Thirteen of the 20 companies pre- 
sented charts or tables giving an analysis 
of 1947 income and outgo. Seven of 
these were in chart form but only one, 
that of Puget Sound, used the familiar 
“pie” charts of the utility revenue and 
expense dollars. Six companies out of 
the 20 gave detailed or historical data 
on tax payments. 

Increasing attention is being given to 
the rapid rise in fuel costs, but one-third 
of the reports gave special information 
on fuel expenses—either the gross 
amount or the cost per unit. With fuel 
costs currently assuming a major rdle in 
the income statement (they now exceed 
any other item of outgo) such informa- 
tion might well be given by more com- 
panies. Ohio Edison’s chart showed a 
rise in the cost of coal per ton from $2 
in 1940 to $4.54 in 1947, and that of Con- 
sumers Power a rise from $4.20 to $7.10 
in the same period. Consolidated Edison 
also pointed out a 58 per cent increase in 
ten years (to $7.87) but did not chart the 
figures, though this had been done in 
one of the quarterly reports. 


ATA on the number of stockholders 
were presented by only 40 per cent 
of the companies and only one company 
(Consolidated Edison) gave this data 
through a period of years in chart form. 
Consolidated Edison also showed stock- 
holder groups by size of holdings. Four 
reports gave an interesting breakdown of 
stockholders (and shares held) as be- 
tween men and women, joint accounts, 
trust funds, corporations, etc., and three 
reports also showed geographic distribu- 
tion of shareholders. Data on the num- 
ber of employees seemed very meager, 
only two reports giving any detail in their 
statistical sections. 

In the texts of the reports, more atten- 
tion seems to have been given in 1947 to 
the discussion of rates, and substantial 
space was devoted by many companies to 
expansion of the business, construction 
programs, and financing problems. How- 
ever, stockholders would doubtless wel- 
come further information about man- 
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agement plans for financing the 1948-51 
construction program, particularly with 
reference to possible future sale of con- 
vertible securities, the offering of sub- 
scription rights to additional common 
stock, etc. 


Annual “Ratings” of Utility 
Reports to Stockholders 


, | Sue Financial World in 1940 orig- 

inated an annual survey of stock- 
holders’ reports. Dr. Lewis Haney, 
chairman of the board of judges for the 
Financial World Survey, remarked late 
in 1946: 

There is some tendency to jazz up reports 
of corporations by free use of color and pic- 
tures. In some cases this seems to go too 
far. Each company must consider carefully 
whether such instruments of attention, value, 
and superficial interest can make up for any 
lack of adequate data concerning the com- 
pany’s financial position, earnings, expenses, 
and business plans. 


In rating annual reports the Financial 
World allows 60 per cent for editorial 
content and financial statistics, and 40 per 
cent for illustrations, typography, and 
format. In the latest “contest,” prize- 
winning 1946 utility reports were those 
of Seattle Gas and San Diego Gas & 
Electric. 

A preliminary report of the 1947 con- 
test appeared in the Financial World of 
July 2, 1947, which also contained the 
first instalment of an article by Dr. B. 
Bernard Greidinger of New York Uni- 
versity, “More Informative Annual Re- 
porting Is Essential.” (He has also 
written on “The Present Trend Toward 
‘Humanizing’ Annual Reports” for the 
Financial Handbook, 1947 edition.) At 
the national conference of the general ac- 
counting activities group, AGA-EEI 
accountants, held April 13th in St. Louis, 
Weston Smith (vice president and busi- 
ness editor of the Financial World) gave 
another detailed report on the contest, 
which it is understood will be published 
by the AGA. In this he gave the accom- 
panying statistics regarding improve- 
ment in utility reports since 1940. 
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The survey of all 1946 reports (pre- 
liminary to awarding prizes) covered 
some 1,750 companies. Of these 43 per 
cent were regarded as “modern,” and an 
additional 30 per cent were considered 
“improved,” while 27 per cent showed 


virtually no change from the financial - 


statements issued ten years previously. 


M‘* SMITH has written a number of 
articles about annual reports— 
“Presentation of Annual Statements,” in 
the bulletin of the National Association 
of Cost Accountants, February 1, 1948; 
“Some Annual Reports Say ‘Stop, Look 
and Listen,” in Railway Progress, April 
1948; and “Stockholder Reports Are 
Public Relations Literature,” Public Re- 
lations Journal, August 1947. 


? 


Common Stock Financing 


RESIDENT “Al” Tegen of General 

Public Utilities on April 21st deliv- 
ered a talk before the Analysts Club of 
Chicago on the “Outlook for the Electric 
and Gas Utilities.” Commenting on the 
manufactured gas companies he pointed 
out the anomaly that, while operating 
expenses comprise 69 per cent of their 
income dollar compared to 52 per cent 
for the electric utilities dollar, the gas 
utilities have not widely adopted the fuel 
clause adjustment features in their rate 
structures, though some are now trying 
to do so. 

Referring to 1947 financing, he stated 
that about half of all private venture 
financing was done by the utilities, in- 
cluding the telephone companies. Of the 
$4.1 billion total, $2.8 billion was repre- 
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sented by bonds, $400,000,000 by pre- 
ferred stock, and $900,000,000 by com- 
mon stock (68 per cent, 10 per cent, and 
13 per cent). Of the total financing only 
$700,000,000 million (17 per cent) was 
acquired by individuals—73 per cent was 
purchased by the life insurance com- 
panies, and less than 1 per cent by 
commercial and savings banks, 

~ Commenting on common stock financ- 
ing for construction, estimated at about 
$600,000,000 over the next four and one- 
half years for the electric utilities, Mr. 
Tegen stated “This piece is more im- 
portant than the size would indicate. It 
is the piece that makes the sale of bonds 
and preferred stocks possible—a break- 
down here could very well mean a break- 
down of the entire program. That is why 
adequate earnings are important — re- 
membering that utility equities compete 
with all other equities—and the earnings 
of other equities have never been so 
high. I am convinced that, fundamental- 
ly, nothing adverse has happened to the 
utilities, but their earnings suffer by com- 
parison with the gains made by industrial 
earnings. Earnings for electric utility 
equities have improved in recent years, 
but earnings of other equities beginning 
in 1946 gained so much that, by com- 
parison, the utilities seem bad. The fact 
is that by nature their earnings are mod- 
erate, but they had great appeal since 
they would hold up in depression periods. 
With investment accent on capital gains, 
the prospect seems brighter for the in- 
dustrial and trade equities. Thus, the 
emphasis has shifted and at the moment 
utility equities seem to be out of favor, 
as shown by relative trends of stock 
prices.” 


SEVEN-YEAR TREND OF MODERNIZED PUBLIC UTILITY ANNUAL REPORTS 
(Number of Companies Issuing Merit-winning Reports) 


Year of 
The Report: 


Gas & Electric Communications 
Companies 


Transit 


Tel. & Tel. Companies 
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FINANCIAL NEWS AND COMMENT 





RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC-GAS OPERATING 
COMPANY STOCKS 
Earned 
Yield (12 Mos.) 


$2.75-d 


Revenues $50,000,000 and over 
Boston Edison ($2.40) 
Commonwealth Edison Sa 40) 
Consol. Edison of N. Y. ($1.60) 
Consol. Gas of Balt. ($3. Ss 
Consumers Power ($2) 

Detroit Edison ($1.20) 

Duke Power ($4) 

Pacific G, & E, ($2) 

Penn, Power & Light ($1.20) 
Phila, Electric ($1.2 20) 

Pub. Ser. Elec. & Gas ($1.60) 
So. Calif. Edison ($1.50) 


Averages 


Revenues $10-$50,000,000 

Atlantic City Elec. ($1.20) 
Birmingham Elec, ($1.20) 
Carolina P. & ) 

Central Hudson 'G&E. (52¢) 
Central Illinois P. S. ($1) 
Central Maine ors Gl 20) 
Cincinnati G. & E. ($1.40 
Cleveland Elec. Tilum, ($2.20) 
Columbus & S, Ohio Elec. ($2.80) 
Connecticut L. & P. ($3.25 
Dayton P. & L, ($1.80) 
Delaware P. & L. ($1) 
Florida Power Corp. ($1) 
Gulf States Util. ($1) 

Hartford Elec. Light ($2.85) ... 
Houston Lighting ($2) 

Illinois Power ($2) 
Indianapolis P. 3 L. ($1.50) 
Minnesota P, & L. ($2.20) 
No. Indiana P. S. “($1 .20) 
Ohio Edison ($2) 

Potomac Elec. Power (90¢) 
Pub. Ser. of Colo. ($2.20) 
Pub. Ser. of Indiana (Stock) 
Public Service of N. H. 

Puget Sound P. & L. ( 

San Diego G. & E. (80¢) 
Southwestern Pub. Ser. ($1.80) 
Utah Power & Light ($1.40) 
Virginia Elec, Power ($1.20) 
Wisconsin Elec. Power ($1) 
Wisconsin P. & L, ($1.12) 


Averages 


Revenues under $10,000,000 
California Elec. Pr, (60¢) 
Central Vermont Pub. Ser. 

El Paso Electric ($1.60) 
Empire Dist. Elec, ($1.12) 
Mountain States Power ($2.50) 
Penn Water & Power ($4) 
Sierra Pacific Power ($1.60) 
Tampa Electric ($2) 


Averages 
Averages, three groups 
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RECENT FINANCIAL DATA FOR PRINCIPAL ELECTRIC-GAS HOLDING 
COMPANY STOCKS 


4/29/48 Earned P-E 
i i (12 Mos.) Ratio 

Integrated Holding Company Systems 
C American Gas & Elec. ($1 and Stock) .... . $4.23-f 
C Central & South West (70¢) s 1 4 
S New England Elec. System ($1) i 
O New England G. & E. (80¢) : 27- 
S West Penn Elec. ($1) ‘ .07- 


£7 00 90 S190 
NN. wn 


| 


Ms 
On 


Averages 


Systems in Process of Integration 
Common Stock—Dividend Paying 

American L. & Tr. (Stock) 

Cities Service ($2) 

Electric Bond & Share (25¢) 

General Pub. Util. (80¢) 

North American (Cash and Stock) 

Philadelphia Co. (60¢) 

Pub, Ser ) 

United Gas Impr. ($1.30) 

United Lt. & Rys. ($1.45) 

West Penn Power ($1.60) 


-_ Oo 
_ 


OCANMNANMNAAA 

WOwwoewoc: NW- 
oat 

CNcomMSiom: Mm 


oe 


g 


Averages 


Common Stocks—Nondividend 


American P. & L. 

Commonwealth & Southern 

Electric P. & L. 

Inter. Hydro-Elec. “A” 

Long Island Lighting 

Middle West Corp. 

ue BR eee 
Niagara Hudson Power 

North American L. & P 

RNS oho tnsnk ene cad sebmaddonsd se 


S 
S 
S 
S 
Cc 
C 
O 
C 
C 
S 


Approx. 
Preferred Stocks—Dividend Paying i 7 Arrears 
United Corp. $3 Pref. ‘a 
inweig gs od co cw win ees ies 
Amer. & For. Power $7 Pfd, ............. 
Amer. P. & L. $6 Pfd. 
Commonwealth L Southern $6 Pfd. ....... 
Electric P. & L. $7 Pfd. 
Niagara Hudson Pr. 5% Ist LS 
Nr, States Pr. (Del.) 7% Pfd. ........... 


CONNNNNNMN 


Average 


Preferred Stocks—No Current Payments 


Biectric P&L. G7 and PIG. «oo. ccc ssc 
Inter. Hydro-Elec, $3.50 Pfd. ............. 
New England P. S. $7 Plain Pfd. ........ 
Standard G, & E. $7 Prior Pref. .......... 
Standard P. & L, $7 Pfd. 


ANOAN 


B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. n—November, 1947. d—December, 1947. j—January ; f—February; 
m—March, 1948, PF—Pro forma. 
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What Others Think 


Value of Natural Gas As 
An Enriching Medium 


— resulting from the substitut- 
ing of natural gas for gas oil as an 
enriching agent in the production of 
carbureted water gas are well worth care- 
ful consideration. This is the view of 
Charles R. Bellamy of E. Holley Poe & 
Associates in New York. In the March 
4th issue of Gas Age, Mr. Bellamy de- 
scribes and evaluates the possible savings 
of such substitution to producers of 
manufactured gas. 

A feature of the article is a practical 
chart which shows how to determine the 
annual savings due to natural gas enrich- 
ment per million cubic feet of 530 stu gas 
produced per day based on natural gas at 
3 cents per therm. The chart and a de- 
scription of its use is presented here. 

One sample calculation shows that a 
large company which averages 50,000 
McF of carbureted water gas per day 
could reduce its manufacturing expenses 
approximately $2,000,000 per year by 
changing from gas oil at 7 cents per gal- 
lon to natural gas at 3 cents per therm. 
Similar savings of comparable magnitude 
are possible for smaller companies. 

Before turning to a description of the 
chart it is advisable to look at some of 
Mr. Bellamy’s basic statements and 
facts: 


The raw materials of the standard carbu- 
reted water gas process are coal, coke, and 
gas oil. For some time coke has been the 
favored solid fuel, while during recent years 
the quality of gas oil used has ranged all the 
way from bunker oil to almost a kerosene 
product. 

As the prices of coke and gas oil advance 
the cost of manufacturing carbureted water 
gas increases. When such advances in raw 
material costs are accompanied by increases 
in labor rates the manufacturing cost goes 
up rapidly for it consists mainly of labor 
and raw material expenses. For example, a 
one cent per gallon advance in the price of 
gas oil, plus a $1 per ton increase in the price 
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of coke, plus a minor increase in labor rates 
would add roughly 44 cents per MCF to the 
cost of manufacturing 525 BTU gas. 


_o writer states that under present 
conditions natural gas enrichment 
costs only about one-half as much as gas 
oil enrichment. This contention is based 
on the following facts: 
.. . Recent prices quoted along the Atlantic 
seaboard are 7 cents or more per gallon for 
gas oil, $12.25 per ton for coke, and 30 cents 
per MFc for natural gas (1,000 Bru value). 
Since gas oil supplies approximately one 
therm of enrichment gas per gallon of oil 
used, the gross cost of such enrichment per 
therm is the cost of oil per gallon, say 7 
cents, and after allowing for the tar credit, 
the net cost of oil enrichment will probably 
be over 6 cents per therm. 
With natural gas at 30 cents per MCF, the 
cost of natural gas enrichment is 3 cents 
per therm. 


Other advantages of use of natural 
gas as an enriching agent are cited. They 
include (1) lower expenses for fuel 
handling, ash handling, clinkering, and 
purification, and (2) increasing of plant 
capacity and distribution system capacity. 


How to Use the Chart 

1. Place the chart before you so that 
the figures on the cost of gas oil and the 
value of natural gas are at the bottom of 
the page. 

2. Locate the current cost of gas oil 
per gallon. (In the illustrated case it is 
6.6 cents. ) 

3. Follow this line upwards until it 
intersects with the slanting line showing 
the amount of gas oil required per MCF 
of finished gas. (In this case the 3 
gallon line.) 

4. From the intersection found in (3) 
proceed horizontally until you strike line 
A on the right-hand side of the chart. 

5. From the intersection with line A 
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found in (4) follow the arrow down to 
the bottom of the chart where is found 
the equivalent value of natural gas per 
mrc. (In this case, slightly over 55 
cents. ) 

6. From the latter point, follow the 


verticle line upward until it intersects 
line B. 

7. Then proceed horizontally to the 
right until you arrive at the scale for 
annual savings. (In the illustration, this 
point is slightly less than $32,000 per 
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million cubic feet of natural gas.) 

It is Mr. Bellamy’s opinion that the 
use of natural gas in place of gas oil 
would not only benefit the public now 
served with manufactured gas, but it 


would be also in the best interest of our 
over-al] national economy because now 
more than ever it calls for efficient use of 
our fuel resources. 

—G. M. W. 





Power Needs of Europe 


C= increased electric power 
capacity is needed in Europe to aid 
in the recovery of democratic nations. 
The part to be played by the United 
States is still in the discussion stage, but 
some definite proposals and recom- 
mendations have been made. It appears 
that the United States will be called on 
primarily to supply necessary raw ma- 
terials and certain types of ancillary ma- 
chinery and equipment such as machine 
tools, steel and iron castings, and acces- 
sories. 

In Congress, the House Select Com- 
mittee on Foreign Aid has published a 


preliminary staff study, entitled “Select- 
ed Machinery and Equipment in the Pro- 


posed Foreign Aid Program.” This 
study, with accompanying recommenda- 
tions, deals with the electric power pro- 
gram and coal mining machinery and 
equipment. 

The analysis by the committee staff 
evaluates the electricity program of the 
Committee of European Economic Co- 
6perations presented in terms of the re- 
quirements of the 16 participating coun- 
tries. A 6-point summary of the power 
study follows: 


1. The power program envisaged by 
the 16 European nations provides for 
an increase of approximately 50 per 
cent (by 1951) in power consumption 
above 1947 levels. The total cost of 
the new facilities required to reach 
this goal is estimated at $5 billion. 

2. The total capital equipment pro- 
gram is divided into a national pro- 
gram and an international program: 

(a) The national program contem- 
plates assistance from the United 
States primarily in the form of raw 
materials and ancillary equipment. 
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Such requirements from the United 
States amount to only $300,000,000, or 
about 6 per cent of the total equipment 
required. 

(b) The international program in- 
volves a total expenditure of about 
$315,000,000, of which approximately 
$200,000,000 of equipment is to be sup- 
plied from abroad, primarily from the 
United States. Under this program 
the United States will be called upon 
to supply heavy power equipment such 
as turbines, generators, and boilers. 

3. It is recommended that no 
specific power project be approved 
until it has been examined in detail by 
a competent technical group such as 
might be established under the organi- 
zation proposed by the Herter Bill 
(EFRA). The functions of this group 
should include the review of project 
applications from the standpoint of: 
(1) essentiality and relative urgency, 
(2) conservation of critical materials 
and equipment, (3) codrdination of 
construction and maintenance, (4) in- 
tegration of operation to assure maxi- 
mum use of existing capacity. 

4, Financing this part of the Euro- 
pean reconstruction program through 
commercial-type loans, as recommend- 
ed by the Select Committee, would help 
to prevent inefficient and unnecessary 
installations which might be expected 
to result from a program of aid 
through grants. 

5. Only a small part of United 
States manufacturing potential of 
power equipment can be devoted to ex- 
port over the next four years without 
creating a serious impact on the 
American power situation. It would 
be particularly difficult to supply from 
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“YOU BIG SAP, WILL YOU PLEASE STOP SAYING HELLO EVERY TIME I DO— 
I’M TALKING TO THE OPERATOR” 


American capacity during the next 
three years the heavy power equip- 
ment requested for the international 
program, 

6. To the maximum extent possible 
legitimate requirements for power 
equipment should be met by expansion 
of European productive capacity, with 
United States aid limited to the sup- 
ply of industrial raw materials and 
engineering and financial assistance. 
Continued review by qualified experts 
of both the European power situation 
and available American productive 


capacity will be necessary. The ad-. 


ministrator of the program will have 
to determine from time to time the ex- 
tent to which, if at all, the United 


States can export power equipment to 
Europe so that European productive 
capacity can in turn be partially de- 
voted to the development of exports 
elsewhere in the world. 


Bi Rr above proposed increase in 
capacity is greater than is being 
planned for the United States both abso- 
lutely and in per cent. In the so-called 
national program, most of the heavy 
equipment will be produced by the par- 
ticipating countries and western Ger- 
many. The assistance requested from 
the United States for this national pro- 
gram involves about $300,000,000 worth 
of miscellaneous equipment for such 
items as high-voltage insulators, machine 
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tools, construction equipment, cableways, 
boiler and condenser tubes, heavy forg- 
ings, steel and iron castings, and acces- 
sories. 

The committee staff making the anal- 
ysis is comprised of staff director W. 
Y. Elliott and consultants Edward 
Falck, Franklin A. Lindsay, and Arthur 
Knoizen. After explaining the programs 
as presented, the staff members express 
certain questions and qualifications. For 
example, they say: “The first and most 
important is the question of whether the 
power expansion program is not too large 
and ambitious.” The study states that it 
is very doubtful that the European man- 
ufacturing facilities can support the com- 
pletion of the national program within 
the time scheduled. Probable date for 
final completion is given as 1953 or 1954. 

A second question presented is in con- 
nection with the coOdrdination of con- 
struction and operation. It is pointed out 
that the capacity factors at which Euro- 
pean power plants are operated are much 
lower than in the United States. This 
would indicate that existing facilities are 
not being utilized to the fullest extent 
possible. The final recommendation of 
the study reads: 

It is recommended, therefore, that the 
assistance requested for carrying out the so- 
called national program be extended on a 
commercial basis, in line with the Select 
Committee’s previous reports; and that it 
should be subject to necessary controls over 
financing, purchasing, expediting, and ship- 
ment. As for the requests under the inter- 
national program, it is recommended that 
approval in any form by the United States 


government be withheld until such time as 
individual projects are presented to what- 
ever organization may be established for the 
purpose of administering foreign aid; such 
projects to be approved or disapproved on 
their merits, taking into account the ability 
of the United States to supply the particular 
equipment at the time the project is sub- 
mitted for approval. 


” connection with the problem of re- 
viewing the applications for equip- 
ment the study suggests the establish- 
ment of a small export utility staff to per- 
form functions similar to those exercised 
during the last war by the Office of War 
Utilities of the War Production Board. 

With reference to this country’s abil- 
ity to produce heavy equipment for ex- 
port it is pointed out that during the next 
four years the scheduled increase in 
power-generating capacity within the 
United States is estimated to exceed 14,- 
000,000 kilowatts. Such expansion here is 
necessary to keep up with the rapidly 
growing demand for electric energy. The 
situation is tight in this country. Now 
delivery promises on new orders for 
large turbines and boilers are two and 
three years. Hence, further consideration 
should be given to the possibility of ex- 
panding European manufacturing facili- 
ties with American aid limited to supply- 
ing industrial raw materials, engineer- 
ing, and financial assistance. 

There seems to be little doubt that this 
country is able to meet the European re- 
quests for miscellaneous specialized 
equipment for the so-called national pro- 
gram. 





Status of the Missouri Basin Project 


} i takes large sums of money and many 
years of work to construct and com- 
plete a development such as that planned 
for the Missouri river basin. In these 
periods of international confusion and 
stress it is easy to lose track of some of 
the things happening here in this coun- 
try. For example, the Missouri river 
basin project already is advanced far 
past the paper and planning stage. 


As of today, actual construction work 
is in progress on 7 dams, 2 power plants, 
and 588 miles of transmission lines by 
the Bureau of Reclamation. Also, the 
Army Corps of Engineers is building 5 
dams and 3 local flood-control projects. 

Senator Milton R. Young, Republican 
of North Dakota, had reproduced in the 
Congressional Record of March 10th an 
address by William E. Warne, Assistant 
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Secretary of the Interior, given before 
the Farm and Home Week Conference at 
Minot, North Dakota, February 9, 1948. 
The title of the address was “Report of 
Progress—Missouri River Basin Proj- 


The report presents two important 
groups of facts and thoughts which are 
of interest to those watching utility mat- 
ters. First, what is the extent of actual 
work started? And, second, what is the 
ultimate aim in the ten states involved— 
North Dakota, South Dakota, Montana, 
Wyoming, Nebraska, Kansas, Colorado, 
Iowa, Minnesota, and Missouri? Prog- 
ress to date is indicated by the following 
quotation from Mr. Warne’s speech: 


The Flood Control Act of 1944, authoriz- 
ing the Missouri river basin project—a co- 
érdinated plan of the Interior Department’s 
Bureau of Reclamation and the Army Corps 
of Engineers—was signed by the President 
on December 22, 1944. The first funds made 
available for the Missouri basin program 
were appropriated less than two and one- 
half years ago. The regular Department of 
the Interior Appropriation Bill for the fiscal 
year 1946 carried a total of $3,200,000 to the 
Bureau of Reclamation and other agencies 
of the Department of the Interior for begin- 
ning action on the program, Interior De- 
partment appropriations to date for the 
Missouri river basin project total $54,880,- 
300. Initial appropriations for the Corps of 
Engineers portion of work in the basin in 
the same period of time amounted to $1,- 
452,000. To date, appropriations for the 
Army Corps of Engineers part of the plan 
have totaled $83,197,125. We see, therefore, 
that a grand total of $138,077,425 has been 
made available for work on the Pick-Sloan 
plan, enough for a most substantial start. 


fh comprehensiveness of the De- 
partment of Interior’s plans for the 
future of the Missouri river basin proj- 
ect is indicated by what Mr. Warne has 
to say specifically about the effect of the 
development on the state of North 
Dakota : 


North Dakota has, indeed, a vital stake in 
the basin-wide program. Of the approxi- 
mately 5,000,000 acres to come under irriga- 
tion in the seven states of the basin, it is 
estimated that about 27 per cent or one and 
one-quarter million acres are in North 
Dakota. North Dakota has an equally signifi- 
cant interest in the production of low-cost 
power, a major phase of the Missouri river 
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basin project. In 1947 a decision was reached, 
in which the Bureau of Reclamation par- 
ticipated, as to the number and size of gen- 
erators to be installed by the Corps of Engi- 
neers in the Garrison and Fort Randall 
power plants. The two plants together will 
have a capacity that is about six times the 
total present generating capacity in the state 
of North Dakota, Power from two generat- 
ing units in the Garrison plant, totaling 128,- 
—, is expected to be available in 


The production of low-cost hydroelectric 
power will probably mean more to the peo- 
ple of North Dakota than to any other state 
in the basin. Recently the Rural Electrifica- 
tion Administration reported that South and 
North Dakota rank forty-seventh and forty- 
eighth on the roll of states in the percent- 
age of their farms electrified through cen- 
tral service. As of June 30, 1947, 18.2 per 
cent of South Dakota farms were receiving 
electricity through either REA-financed or 
private lines. The figure for North Dakota 
was 15.6 per cent. .. . After completion of 
Garrison dam and power plant the high- 
voltage line will be a part of the backbone 
transmission grid connecting the Missouri 
river basin power plants as well as continu- 
ing to serve the urban and rural areas in 
western North Dakota. 


No speech of a person closely asso- 
ciated with such flood and power de- 
velopments is complete without a discus- 
sion of the advantages of hydroelectric 
power. A brief review of these remarks 
from time to time serves to keep one re- 
minded of the general aims of river basin 
projects. This is the way Mr. Warne 
expresses the idea: 


Power is essential to the success of the 
Missouri river basin development, Produc- 
tion of low-cost hydroelectric power will 
help return to the government a major part 
of the construction costs. The availability of 
low-cost power is the turning point in the 
feasibility of many of the irrigation units of 
the Missouri river basin project. But there is 
still another important reason for develop- 
ing an abundance of low-cost power in the 
basin, Power benefits the economy of the 
entire region. The availability and use of 
low-cost power, distributed to the ultimate 
consumer through the facilities of codp- 
eratives, municipalities, or private utilities, 
bring to the farmer, the city dweller, and 
the merchant the benefits, the conveniences, 
and the many advantages that can only be 
achieved through the more universal and 
widespread use of electricity. 


Final appeal of Mr. Warne’s address 
is for more dams on strategic tributaries. 
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Home Building Advances 


M™ new dwelling units were start- 

ed in 1947 than in any other year 
since 1925. That utilities will be busy 
supplying the demand for services is in- 
dicated by an analysis of new home 
building made by the Cleveland Trust 
Company in its Business Bulletin of 
April 15th. The Bulletin remarks that 
since VJ-Day the question of building a 
home has involved a sort of tug of war 
between rapidly mounting costs and the 
acute shortage of living space, with the 
latter exerting the stronger pull. This 
situation is portrayed in the chart shown 
herewith : 
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Regarding the prospects for the year 
1948 the Bulletin says: 


The year 1948 ought to be a good one for 
home building. The first two months were 
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15 per cent ahead of last year in the number 
of units started, and estimates for all of 
1948 run as high as 950,000, or 11 per cent 
above 1947, Probably we could build at or 
near that rate for years ahead before the 
need for dwelling space would be fully satis- 
fied. But the attainment of such a level will 
depend on whether costs are within reach of 
the great mass of potential buyers in the 
lower and middle income groups. 

The need for more living space remains 
a powerful force. However, as the shortage 
begins to ease slightly, the factor of building 
costs is assuming greater importance, In- 
comes, of course, have advanced over pre- 
war as well as costs, but would-be purchasers 
are showing more caution, There is less of 
an urge to buy or build with little regard for 
cost, and more of a desire to look over the 
market before reaching a decision. Low- 
priced homes are still in good demand, but 
higher-priced houses are harder to move 
than during the early postwar period, 


Cian the Cleveland Trust Company 
feels that high activity in the hous- 
ing industry will continue for some time, 
with prospects best in the lower-priced - 
field. 

In addition, Congress is beginning to 
give greater attention to the housing 
situation. The Senate recently has passed 
a bill (Taft-Ellender-Wagner) which 
provides for aids to home building. How- 
ever, a somewhat similar bill is being held 
inactive in the House by the Banking 
and Currency Committee. It is generally 
conceded that it will be some time before 
the House and Senate get together on an 
acceptable measure. But such action, 
when it comes, could well give home 
building another boost. 

Recent statistics from the building 
trades indicate that activity in home con- 
struction is proceeding in line with the 
optimistic view of the Cleveland Trust 
Company. Work done on new private 
housing during the month of April was 
valued at $500,000,000. This represents 
an advance of 5 per cent over March and 
61 per cent above April of last year. The 
Commerce Department reports that the 
building of private homes accounted for 
almost 40 per cent of all new construc- 
tion work in April. 
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WHAT OTHERS THINK 


Sincerity and Humor in 
Public Relations 


oop public relations is a gem of 
many brilliant facets. Leon F. 
Roberts, general representative of the 
Gary group of independent telephone 
companies, is familiar with most of the 
flashes and lasting qualities of the 
numerous methods used in obtaining 
favorable public relations. At a recent 
meeting of the Kentucky Independent 
Telephone Association, Mr. Roberts dis- 
cussed the fundamentals of the problem 
and also injected a thought regarding the 
effect of sincerity and humor. He said 
the chief ingredient in a sound public re- 
lations policy for any business utility or 
otherwise, is sincerity. Mr. Roberts 
stated further: 
... If we are sincere in what we are trying 
to do, those with whom we associate and 
among whom we move are quick to sense it. 
If we are insincere, people are quick to de- 
"Onis sincerity might be spiced with a little 
humor now and then, Only recently one of 
the industry journals reported that some 
utilities have found that humor can be in- 
jected into their dealings with the public 


with resultant improvements in public rela- 
tions. A power company, for example, in 
connection with an underground conduit 
project, has made use of construction signs 
that read, “Slow Down a Bit Until the 
Electric Lights Are In,” and “A Slight De- 
lay, Please Bear It and Grin.” Other com- 
panies are printing either verses or philoso- 
phies on their bills to get across some point 
in a humorous vein. The advocate of this 
lighter-vein philosophy opines that much of 
the lack of consideration the public some- 
times shows utilities may be due, not to serv- 
ice shortcomings, but to the trite, stiff- 
necked, stereotyped, and “strictly business” 
attitude assumed by some companies. 

I am merely passing this viewpoint on 
as an idea worth trying. Some of you may 
want to use it, some of you may not. I don’t 
think I need to caution that it can be danger- 
ous if it isn’t handled judiciously. 


In a more serious vein, Mr. Roberts 
defined good public relations as the ap- 
plication of the Golden Rule. He likes 
this definition better than most because 
adherence to that rule — “All things 
whatsoever ye would that men should do 
unto you, do ye even so unto them”— 
promotes good will. 





Notes on Recent Publications 


Natural Gas Reserves, The committee on nat- 
ural gas reserves of the American Gas Asso- 
ciation has made a report summarizing the 
proved recoverable reserves of natural gas 
and natural gas liquids of the United States, 
as of December 31, 1947, At that date there 
were 165.93 trillion cubic feet of natural gas 
reserves and 24,741,660,000 barrels of liquid 
hydrocarbon reserves. New natural gas re- 
serves discovered in 1947 amounted to 3.41 
trillion cubic feet, while extension of exist- 
ing fields and revisions of previous reserve 
estimates for these fields amounted to 7.57 
trillion cubic feet. The report contains con- 
siderable statistical material including basic 
totals classified by states for the years 1946 
and 1947 


Civilian Employees in Armed Forces, Senator 
Harry F. Byrd, Democrat, Virginia, says 
that the National Military Establishment in 
February, 1948, employed three times as 
many civilians per man in uniform as it em- 
ployed at its wartime peak in 1945. The 
Senator makes this statement in his monthly 
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discussion for April in connection with a re- 
port on Federal personnel. The latest report 
contains a special table showing civilian and 
military personnel of the National Military 
Establishment, June, 1945, to February, 
1948. It is published by the Joint Committee 
on Reduction of Nonessential Federal Ex- 
penditures, Congress of the United States. 
U. S. Printing Office, Washington, D. C, 


Power Planning in Britain, John Jewkes is a 


professor of economics at Manchester Uni- 
versity. He is one of the best known and 
most outspoken critics of planned economy. 
His book “Ordeal by Planning,” published 
by Macmillian & Co., Ltd., London, has been 
widely read in this country. Last September, 
Fortune published an article by Mr. Jewkes, 
entitled “Crisis According to Plan,” which 
treats in considerable detail the recent elec- 
tric power failure in Britain, This article 
has been condensed and published in the 
form of a pocket pamphlet (14 pages) for 
general distribution at a small cost. Copies 
may be obtained from the Foundation for 
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Journal Changes Name, The Journal of Land 
and Public — Economics has changed 
its name to Economics, A Quarterly 
Journal of Planning, Housing, and Public 


Economic Education, Inc., Irvington-on- 
Hudson, New York. 


Electrons and Atoms, Harry M. Davis, science 
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editor of Newsweek, has written a book en- 
titled “Energy Unlimited,” which explains 
the relationship of electrons and atoms to 
everyday life. It emphasizes with simple text 
and many illustrations the constructive po- 
tentialities of nuclear research. In essence the 
book is written for the layman and the busi- 
nessman who desire a better understanding 
of electronics and atomic energy. One of the 
earlier chapters contains information about 
the principal scientists of the nucleus and the 
electron. Other introductory chapters give 
the elementary background on principles 
common to both atomic energy and elec- 
tronics, The subject matter then broadens out 
into the subject of practical applications, 
such as radar, electronic navigation, tele- 
vision, and the electron microscope. Finally, 
some of the more theoretical aspects are dis- 
cussed and illustrated. These include nuclear 
reactors, the energy of nuclear fission, and 
radioactive isotopes for research. ENERGY 
UNLIMITED, 273 pages, price $4. Published 
by the technical division of Murray Hill 
Books, Inc., 232 Madison avenue, New York 
16, New York. 


Traffic Accidents, The Travelers Insurance 
Companies has published its fourteenth in 
an annual series of traffic safety publications. 
The 32-page booklet, entitled “The Fifth 
Commandment, Thou Shalt Not Kill,” con- 
tains statistics and illustrative examples on 
street and highway accidents. Traffic acci- 
dents took the lives of 32,500 Americans in 
1947, While last year’s highway death toll 
was less than the 33,900 fatalities recorded 
in 1946, the 1947 total of persons injured 
was substantially greater, 1,365,000 as com- 
pared with 1,300,000 in 1946. The fatalities 
and injuries are classified as to reasons and 
circumstances. Copies may be obtained gratis 
from the Travelers Insurance Companies, 
Hartford, Connecticut. 


Utilities. The editorial board and its policy 
remains the same. Brevity was the primary 
reason for the change. The first issue under 
the new title is the February, 1948, number. 
In that issue there is an interesting article, 
entitled “Gas and Electricity in Britain: A 
Study in Duopoly.” The author is F, R. 
Jervis, lecturer in economics, The Merchant 
Venturers’ Technical College, Bristol, Eng- 
land, Duopoly theory assumes that there are 
two suppliers of the same product in one 
market. Land Economics, University of 
Wisconsin, Sterling Hall, Madison 6, Wis- 
consin. Price $1.50 a copy. 


Population Trends. Shifts in population and 


changes in its characteristics, which are of 
value in utility planning, are discussed from 
time to time in the monthly Statistical Bulle- 
tin of the Metropolitan Life Insurance Com- 
pany. For example, in the January, 1948, 
issue, the unusually rapid growth of popu- 
lation in the Far West is discussed and 
analyzed in considerable detail. The Febru- 
ary issue contains information and statistics 
on the school-age population of the country. 
Statistical Bulletin, Metropolitan Life In- 
surance Company, 1 Madison avenue, New 
York 10, New York. 


Wage Drives and the Outlook for Tomorrow. 


All of us—business management, labor, 
farmers, and government—have a responsi- 
bility to help sustain prosperity. This is the 
main theme of a 20-page printed report 
presented by the committee on economic 
policy of the U. S. Chamber of Commerce. 
The economics of price-wage relationships 
are clearly explained, and the related infla- 
tion-deflation problems are carefully ana- 
lyzed. Copies are available for distribution 
at a small cost from Economic Research 
Department, Chamber of Commerce of the 
United States, Washington 6, D. C. 





aay government, manufacturers, wholesalers, retailers, 
farmers, and wage earners can all use some self-restraint 
for a little while yet, while at the same time they are getting 
their costs down, then they will all profit by the lowering of 
prices all along the line... . Businessmen, by making voluntary 
cuts even before they are forced to make them, can speed up 
this sound and desirable readjustment. Thus, by enlightened 
voluntary action, income and savings will quickly gain added 
purchasing power. To reach that goal is just intelligent self- 


interest—for all of us.” 


—LEMUEL R. BouLwake, 
Vice president, General Electric Company. 
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The March of 
Events 


In General 


Utility Reverses Decision 


6 North American Company will 
continue to be a public utility hold- 
ing concern and will not retire from the 
field as previously intended, Herbert C. 
Freeman, president, told stockholders at 
the annual meeting in New York city last 
month. He said a holding company was 
the logical way to finance the current 
large expansion of the system’s operat- 
ing companies. 

In deciding to remain in the utility 
business, North American proposed to 
withdraw its Plan III filed with the 
Securities and Exchange Commission 
in January, 1947, in accordance with the 
Public Utility Holding Company Act. 

“This, of course, does not affect the 
divestment order of the Securities. and 
Exchange Commission issued in April, 
1942,” Mr. Freeman commented. “That 
order already has been complied with 
almost entirely as to those utility hold- 
ings with which we are at present in a 
position to deal.” 

North American will continue as a 
utility holding company controlling the 
Union Electric Company of Missouri, 
the Kansas Power & Light Company, 
and the Missouri Power & Light Com- 


pany. 


Governors Push Program 


A GREATLY enlarged program of 
reclamation and power develop- 
ment throughout the West was pushed 
last month by the western governors con- 
ference. Holding their semiannual 
meeting in Sacramento, the state execu- 
tives approved a resolution memorializ- 
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ing Congress for enough money to 

nance “prompt and comprehensive” de- 
velopment of their region’s water and 
soil resources. 

Two Rocky Mountain empire gov- 
ernors—Herbert Maw of Utah and 
Sam Ford of Montana—paced the suc- 
cessful drive for the resolution. 

Governor Maw told the conference 
reclamation dams for power, irrigation, 
and flood control are needed all the way 
from Wyoming’s Green river down 
through the length of the Colorado riv- 
er. 
Governor Mon C, Walgren of Wash- 
ington, in a speech read by his assistant, 
John Gorrie, charged private utilities 
with causing part of the West’s shortage 
of dams by opposing government power 
development. Such opposition, he said, 
is largely responsible for the fact Cali- 
fornia does not now have adequate pow- 
er supplies. 

Walgren cited the cost of transporting 
government power from Shasta dam 
over the transmission lines owned by a 
private utility and advocated Federal 
lines “as a necessary incident to the dis- 
posal of its public property in power.” 


Tidelands Bill on Senate 
Calendar 


ENATOR Downey, Democrat of Cali- 
fornia, on May 3rd invoked a little- 
used rule and got the House-passed tide- 
lands bill on the Senate calendar for pos- 
sible action. The bill would give the 
states outright ownership of the oil-rich 
lands under their coastal waters. 
The House passed it last month. When 
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the House bill reached the Senate, Sena- 
tor Downey objected to further proceed- 
ings on it. This is a rarely used pro- 
cedure which blocks sending the bill to a 
committee. 

Senate President Vandenberg, acting 
under the rule, ordered the measure 
placed on the calendar, which meant it 
could be called up for action at any time 
on the motion of any Senator. 

Senator Downey said he did not plan 
to call up the bill. He said he and other 
Senators just want it on the calendar, 
where it can be voted upon if the Judi- 
ciary Committee fails to send to the Sen- 
ate a companion bill which has been be- 
fore the committee for several months. 

Senator Downey’s action caused a 
flurry on the Senate floor. Senator 
Tobey, Republican of New Hampshire, 
asked if the bill is the one “which would 
nullify and cast aside the decision of the 
Supreme Court” reserving ownership of 
the tidelands to the Federal government. 
Senator Vandenberg said he did not think 
that was a parliamentary inquiry. 

Senator Aiken, Republican of Ver- 
mont, said he regarded Senator Downey’s 


action as “highhanded and outrageous. 

Acting Minority Leader Lucas, Demo- 
crat of Illinois, served notice that he 
would move later to take the bill off the 
calendar and send it to the Judiciary Com- 
mittee. That could be done by majority 
vote. 


New Seaway Drive Begun 


RESIDENT Truman’s aid in revival of 

St. Lawrence seaway legislation was 
asked on April 30th by Senator Wiley, 
Republican of Wisconsin. 

Wiley suggested a presidential com- 
mission to review the project and make 
suggestions to Congress. The Senate 
earlier this season turned thumbs down 
on any seaway legislation this year. 

Wiley wrote the President, asking his 
cooperation between now and convening 
of the new Congress next January in get- 
ting set for a renewed drive for the bill. 
He suggested that the commission could 
include “an impartial panel of experts, 
agency and bureau heads, corps of engi- 
neering specialists, representatives of 
the New York State Power Authority, 
lake shipping groups, and others...” 


California 


Company Acquires Properties 


ye ag of the Consolidated Tele- 
phone Company in Whittier, Cali- 
fornia, were recently acquired by Asso- 
ciated Telephone Company, Ltd., the 
largest operating member company of 
General Telephone system. Control of 
Consolidated Company stock was pur- 


chased by General Telephone Corpora- 
tion last December. With 15,598 sta- 
tions, the Whittier company had a plant 
investment of $2,139,458. 

Inclusion of the Whittier exchange 
brought the total stations served by the 
Associated Company to more than 282,- 
000 in some 40 southern California 
communities. 


Colorado 


Utility Sues to Stop Power Plant 

W. Kisstcx, president of the 

e Frontier Power Company, said 

recently his firm was taking legal action 

in an attempt to halt the construction of 

a municipal electric light and power plant 
by the city of Trinidad. 


In an action filed in district court at 
Trinidad, the company sought an injunc- 
tion halting the ballot-approved proposal 
on the grounds that voters were “con- 
fused and misled” last January 6th when 
they voted in favor of the municipal 
plant. 
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Kissick added the city’s plan will “en- 
tail great and irreparable damage and in- 
jury” to the Frontier Company. The 
firm also charged that the city interfered 
with the election through the medium of 
letters of instruction sent election offi- 
cials. One sentence, Kissick said, urged 
support of the bond issue. 

The court action was aimed at halting 


the city from selling $1,800,000 in rev- 
enue bonds to procure funds for con- 
struction of the municipal plant, Kissick 
said. The plant was authorized by an 
overwhelming vote showing a margin of 
10 to 1 last January 6th. A later election 
authorizing the bond issue was held 
March 23rd and was approved by a 
similar margin. 


Georgia 


Commission Denies Application 


HE state public service commission 
last month denied the Georgia Pow- 
er Company’s application for a rehearing 
on Atlanta streetcar fares which were 
set by the commission on March 30th. 
But Walter McDonald, chairman of 
the state commission, said the denial did 
not close the door for the company to 
make another application for rehearing 
to be based upon the experience under 
the new and increased rates. 


He said the commission had conclud- 
ed “that the best test of the adequacy of 
the fares prescribed . . . will be provided 
by a review of the actual experience un- 
der the new fares, which experience 
could not be obtained if the prescribed 
fares are not continued in effect.” 

The new rates approved by the com- 
mission provided for the sale of three 
tokens for 25 cents. The company had 
requested that the fare be fixed at 10 
cents for each fare. 


Kentucky 


Gas Rate Raise Announced 


Te state public service commission 
last month said the Mayfield Gas 
Company had posted a $5,000 bond and 
put into effect a rate increase designed to 
yield $14,000 additional a year. The in- 
crease was retroactive to April 10th. 

The company, which serves about 1,- 
400 customers in Mayfield with artificial 
gas, said the raise was induced largely 
by the recent jump in the price of butane 
from 2} cents a gallon to 6 cents. 

No protests had been filed against the 
company’s application for the rate in- 
crease. Its current annual revenue is 
$76,000. With the increase, it will be 
$90,000. 

The commission suspended the new 
rates, pending final approval of them. 
But under state law, a utility may raise 
rates if it posts bond to guarantee re- 
funds to customers in event the commis- 
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sion finds any or all the new tariffs ex- 
cessive. 


To Keep Streetcars 


Bi ew Louisville Railway Company 
announced recently that shortages 
of materials had caused it to change its 
plans to sell or scrap 30 streetcars which 
were to be taken off the line May Ist. 

John W. Leake, general manager, said 
the troubled world situation was another 
reason the company decided to store the 
cars instead of getting rid of them. He 
said steel and other materials already are 
scarce and if the situation in Europe 
worsens they might be harder to get. The 
company now has to wait eighteen 
months or more for its orders for new 
equipment to be filled. 

The present streetcar tracks will not 
be taken up or covered over, according 
to the announcement. 
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Louisiana 


Local Taxation of Utilities 


| Sages taxation of public utilities was 
among the issues headed for con- 
sideration by the 1948 session of the state 
legislature, scheduled to convene May 
10th. 


A recommendation for the enactment 


of state legislation to permit all Louisiana 
towns and cities to levy local taxes of 2 
per cent on the gross revenues of public 
utilities was endorsed on April 29th by 
the Louisiana Municipal Association at 
its annual convention in Baton Rouge. 
The proposal was submitted by the as- 
sociation’s legislative committee. 


Maryland 


Special Fare Ordered 


Be state public service commission 
issued a direct order to the Capital 
Transit Company late last month to 
establish “not later than May 9th” a 
schedule of 3-cents-a-zone fares for 
schoolchildren riding the company’s lines 
in Maryland. 

In its supplemental order in the dis- 
puted fare case, the commission also 
directed the company to retain all present 
fares until the school fare schedule is 
made effective. 

The commission in the original order 


of April 23rd had approved fare in- 


creases proposed by the District of 
Columbia company to become effective 
May 2nd or after, but had made the in- 
creases contingent upon establishment of 
special fares for schoolchildren, includ- 
ing those attending high school. 
Subsequently, the company, which pro- 
vides bus and streetcar service in Mont- 
gomery and Prince Georges counties, 
had informed the commission that it 
would not accept the order, and that it 
would put the increased fares into effect 
May 9th without the lower school rates. 
The commission’s new order was under- 
stood to be designed to strengthen its 
tactical position in the event of litigation. 


. 
M ichigan 


To Limit Natural Gas Use 


A’ a means of helping Michigan utility 
companies build up storage stocks 
of natural gas for next winter, the Ford 
Motor Company will limit its use of the 
gas this summer to 6,000,000 cubic feet a 
day, according to M. L. Bricker, vice 
president and director of general produc- 
tion. 

Mr. Bricker explained that the com- 


pany has two contracts with the Michi- 
gan Consolidated Gas Company under 
which it can take a total of 25,000,000 
cubic feet of gas a day. 

He said the company would effect the 
saving in gas by converting certain steel 
mil] furnaces to oil. The use of oil, how- 
ever, will mean considerable additional 
- to the Ford Motor Company, he add- 
ed. 


Minnesota 


To Seek Another Fare Hike 


D J. Strouse, president of the Twin 
e City Lines, said recently the com- 
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pany would be forced to seek further fare 
increases and end a modernization pro- 


gram because of an arbitration wage 
award to its employees. He stated: 
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The fact that the wage award increased 
operating expenses to a point $1,000,000 in 
excess Of income places this company face 
to face with bankruptcy and eliminates any 
hope of borrowing sufficient money to com- 
plete even the present phase of the moderni- 
zation program. 


He said the arbitration award forced 
cancellation of 50 new streetcars. The 
new wage increases will cost the com- 


pany in excess of $1,600,000 for the year 
1948, Strouse said, and will result in an 
operating deficit of approximately $1,- 
000,000, 

The award, voted by two members of 
the 3-man board, is binding despite the 
fact that the company representative did 
not sign the award and the company does 
not approve it. 


Missouri 


Electric Rate Rise Possible 


To possibility of a general increase 
in electric rates throughout the na- 
tion was suggested recently by C. E. 
Oakes, president of the Edison Electric 
Institute, in an address before the an- 
nual convention of the Missouri Associa- 
tion of Public Utilities held in St. 
Louis. 

Representatives of 29 investor-owned 
electric, gas, and water utilities in the 
state of Missouri attended the meeting, 
which closed April 30th. 

Declaring the rate rise only a possi- 
bility at this time, Oakes said it might be 
needed to finance the $6 billion program 
of the industry which is designed to add 
19,000,000 kilowatts of capacity in the 
next four years. Industry sources are 
expected to provide about $2.1 billion of 
the needed funds, leaving $3.9 billion to 
be raised by the sale of securities—about 
$1 billion a year or one-seventh of all 
capital requirements of all industry in the 
nation. 

As most of this investment will be 
equity capital supplied by private inves- 


tors, “the credit rating of the industry 
must be kept at its present high level,” 
the speaker explained. 


Commission Denies Rehearing 


6s state public service commission 
recently overruled a motion for re- 
hearing of the case in which it authorized 
the St. Louis Public Service Company 
to discontinue the use of tokens on its 
streetcars and busses on a temporary or 
emergency basis, effective April 25th. 

The motion, filed on behalf of three 
bus and streetcar patrons, and others as 
a class, charged the elimination of token 
sales was authorized without a full in- 
vestigation of operations of the company, 
and without sufficient proof of the need 
of the company for additional revenue. 
It was asserted the abandonment of tok- 
ens was an impairment of contract and 
unconstitutional. The tokens were sold 
four for 35 cents. 

The commission said it had considered 
the statements in the motion and “is of 
the opinion and finds that it should be 
overruled.” 


> 
New Jersey 


State Commission Reports 


RENDS toward higher utility rates 
and “a material increase in the 
average investment required to serve 
each customer” were noted by the state 
public utilities commission in its thirty- 
eighth annual report, released last month. 
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For several years, the report declared, 
“the commission has been able to report 
progressive reductions in charges for 
utility service, especially in the category 
of electric rates. It now appears that the 
tide has turned because many utilities 
have applied for relief in the form of in- 
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creased rates to offset the increased cost 
of labor, fuel, and other supplies. The 
latter part of 1947 was marked by the 
receipt of a large number of such appli- 
cations, most of which are still pending.” 

The commission said another aspect of 
the influence of the present -high-cost 


level on utility rates which should be 
noted was the shortage of labor and suit- 
able material during World War II, 
making it impossible for both the electric 
and gas utilities to maintain an adequate 
margin of plant capacity called for by 
the standards of good service. 


New York 


Seeks New York-Canada Power 
Plant 


OVERNOR Dewey acted recently to 
develop the vast hydroelectric 
power resources of the St. Lawrence 
river as a joint undertaking of New 
York state and the Province of Ontario. 
He directed the state power authority 
to begin negotiations with the Canadian 
Province for joint construction of a 
$322,000,000 power plant on the Inter- 
national rapids section of the river. 

The move resulted from the U. S. Sen- 
ate’s defeat of the controversial St. Law- 
rence seaway project, a feature of which 
was to have been development of the riv- 
er’s power potential. 

New York’s action is necessary “be- 
cause the state can no longer go along 
without additional power,” according to 
a Dewey administration source who de- 
clined to be quoted by name. 


Mayor Announces Wage Rise 


Ms O’Dwyer recently announced 
that New York city planned to 
raise the wages of 40,000 workers on the 
municipally operated subway, elevated, 
and surface lines by 24 cents an hour, re- 
sulting in a union promise to withhold 
strike action against six private transit 
companies. 

The walkout, called for April 29th by 
the Transport Workers Union, CIO, 
would have cut off service for a daily 
average of 3,500,000 riders on a hundred 
bus and trolley car lines in Manhattan, 
the Bronx, Queens, and Westchester. 

The union’s decision to defer the tie- 
up indefinitely and to resume wage nego- 
tiations with the companies was made 
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after the mayor had addressed a joint 
meeting of management and _ union 
representatives at City Hall. 

The 24-cent pay jump is expected to 
consume virtually all of the $23,000,000 
tentatively earmarked by the city for 
transit employee benefits, leaving noth- 
ing for improvements in the existing 
pension system. However, the union said 
the pension question would continue to 
receive the mayor’s attention. 

The $23,000,000 fund is to come from 
the proceeds of the 10-cent fare on the 
subway and elevated lines, and the 7- 
cent fare on the city-operated surface 
routes, effective July Ist. The new 
wages also will take effect July Ist. 

The mayor has promised that private 
transit companies will receive equitable 
treatment when they submit their own 
applications for higher fares. 

The state public service commission 
subsequently reminded the city’s pri- 
vate transit operators that it was the only 
public agency with authority to fix rates. 
The reminder was given by the commis- 
sion’s chairman, Milo R. Maltbie, who 
emphasized that any action by Mayor 
O’Dwyer or the board of estimate on a 
higher fare for the private bus and trol- 
ley car lines would not bind the commis- 
sion. 

City Councilman Michael J. Quill, 
president of the Transport Workers 
Union, CIO, recently said the union’s 
7,300 members on the private lines were 
“in no mood to wait” for the wage in- 
crease promised them when and if a 
higher fare goes into effect. 

The Third Avenue Transit Corpora- 
tion on May 5th agreed to a 24-cent 
hourly wage increase effective May Ist. 


716 





THE MARCH OF EVENTS 


Ohio 


Fare Increase Effective 


OMMUNITY TRACTION COMPANY 
C cash fares were increased from 9 
to 10 cents on May Ist, but tokens con- 
tinued at three for a quarter. A further 
increase is probable later on, according 
to C. H. Forsgard, president. 

Under the company’s franchise, a fare 


Rhode 


Rate Inquiry Started 
HomMAS A. KENNELLY, Rhode Is- 
land public utilities administrator, 

on April 26th said he would start an im- 
mediate inquiry into certain electric rates 
in Providence, reportedly the fourth 
highest in the country. 

His statement followed receipt by him 
of a letter from Governor John O. Pas- 
tore asking him to call on “the respon- 


increase is provided for thirty days after 
the debit balance in the fare regulator 
fund passes the $100,000 mark. On 
March 31st, the debit balance was $101,- 
986. 

It is anticipated that the higher fare 
will increase the company’s revenue by 
$4,000 per month. 


Island 


sible public utility company” to explain 
a Federal Power Commission report that 
some Providence rates are the fourth 
highest in the country. 

The governor also asked Kennelly to 
obtain an explanation of a statement in 
the same report that Pawtucket was one 
of only nine cities in the nation report- 
ing all-around reductions for residential 
electric service. 


South Carolina 


Gas Rate Hearing Set 


; state public service commission 
recently set May 20th as the date 
for a hearing on an application of the 
South Carolina Power Company for an 
adjustment in gas rates for the city and 
county of Charleston. 

The company petitioned the commis- 
sion for authority to use an escalator 
clause that would vary the consumer’s 
gas costs according to the price paid for 
oil used in making the gas. An increase 


or decrease of one-half cent per million 
cubic feet of gas for each increase or 
decrease of one-tenth of a cent in the 
cost of oil was asked by the company. 
Changes in the cost of oil would be 
reflected in a consumer’s bill monthly, 
unless the price the company pays for its 
oil remains constant. The company pre- 
sented exhibits showing that the price of 
oil had increased more than 209 per cent 
since 1939, at a conference of commis- 
sioners and utility officials last month. 


Virginia 

pany, of Newport News, for a 30-cent 

hourly reduction in present pay scales. 
The company’s proposals were set 

forth in a notice received on May 3rd by 

Governor Tuck’s office in compliance 
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Proposes Cut in Pay Scale 
A= request for wage increases 
averaging some 30 cents an hour 
was met recently by a counterproposal 
from the Citizens Rapid Transit Com- 
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with the state’s Public Utility Labor Re- 
lations Act. Aieiterto Tuck from Sinclair 
Phillips, president of the transit firm, 


suggested a company-union conference 
at the same time and place suggested by 
an earlier union notice to the governor. 


Washington 


Dicker for Facilities 

C= Harpor Pustic UTivity Dis- 

TRICT commissioners last month 
opened negotiations through Guy Mey- 
ers, New York fiscal agent, for the pur- 
chase of Puget Sound Power & Light 
Company facilities in eastern Grays Har- 
bor county. The negotiations were an- 
nounced by Sam Musgrove, commission- 
er from eastern Grays Harbor county. 

Musgrove declined to state the con- 
sideration involved but reliable sources 
said it amounted to more than $1,000,- 
000. It was reported that Pacific County, 
Cowlitz and Mason County PUD’s may 
be brought in on the deal. 

The negotiations have no bearing on 
the previous “Skagit county proposal,” 
under which 15 PUD’s would have taken 
over the Puget Sound Company. The 
Skagit deal was the subject of Washing- 


ton Supreme Court litigation a year ago. 

Officials of the Puget Sound Power 
& Light Company on April 28th signed 
an agreement to sell properties in Cow- 
litz county to the Cowlitz Public Utility 
District for $1,891,724, PUD officials 
announced recently. The PUD will take 
over operation of the portion of the 
Puget Sound system in the county on 
May 28th. 

According to terms of the agreement, 
the properties involved include the Kal- 
ama river hydroelectric generation plant, 
a transmission line running 15.1 miles 
from Kalama river to Kelso ; a high-volt- 
age distribution line from Kelso north 
to the Cowlitz-Lewis county boundary; 
and substations on the Kalama river, at 
Castle Rock, Kelso, Ostrander, and at 
the Weyerhaeuser Timber Company 
plant in Longview. 


Wisconsin 


Natural Gas Gets Go-ahead 


HE state public service commission 

last month granted seven Wiscon- 
sin utility companies permission to sub- 
stitute natural for manufactured gas. 
Only one Wisconsin company now pro- 
vides its customers with natural gas. 
This is the Wisconsin Southern Gas 
Company, serving southeastern com- 
munities near the Illinois border. It in- 
augurated natural gas service in the state 
about two years ago. 

Companies receiving permission to 
use natural gas were: Madison Gas & 
Electric Company, serving Madison; 
Milwaukee Gas Light Company, serving 
Milwaukee; Wisconsin Public Service 
Corporation, serving Fox river valley 
and the Wisconsin river valley north of 


Stevens Point; Wisconsin Power & 
Light Company, serving a wide area in 
southern, central, and western Wiscon- 
sin ; Wisconsin Gas & Electric Company, 
serving the Lake Michigan lake shore 
area from Milwaukee south to the IIli- 
nois border and the Watertown, Wau- 
kesha, and Ft. Atkinson areas; Stough- 
ton Light & Fuel Company, serving 
Stoughton; and the Wisconsin Fuel & 
Light Company, serving Manitowoc. 

Commission officials said it may be 
some time before the seven companies 
actually start using natural gas. They 
were ordered to present to the commis- 
sion their plans for converting from 
manufactured to natural gas. The com- 
mission has authority to approve, disap- 
prove, or modify these plans. 
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Progress of Regulation 


What a Court Can Do with Holding Company 
Plan Approved by Commission 


FEDERAL Circuit Court, reviewing 
the district court decision in Re En- 
gineers Pub. Service Co., 70 PUR NS 
350, has explained the rules controlling 
action by the enforcement court and by 
the Securities and Exchange Commis- 
sion. The commission had approved a 
liquidation plan under the Holding Com- 
pany Act, and the district court had ap- 
proved the plan in modified form. 
Courts of equity, in dealing with re- 
organizations under other statutes, it is 
pointed out, have certain well-defined 
functions. Section 11(e) of the Holding 
Company Act says that “the court as a 
court of equity may” take jurisdiction 
of the holding company’s assets for the 
purpose of effectuating the plan. Circuit 
Judge Bigg«, speaking for the appellate 
court, observes: 

We think that Congress employed the 
phrase “as a court of equity” classically, 
intending to require the district courts in § 
ll(e) proceedings to exercise in connection 
with the approval or disapproval of a plan the 
traditional powers of a court of equity in 
deciding that justiciable issue; that is to say, 
to administer justice in the traditional man- 
ner of a court of equity. 


The district court, therefore, must not 
act merely as a reviewing court. Any 
question which goes to the issue of what 
is fair and equitable may be raised and 
must be passed upon by the court. The 
court must exercise its full and inde- 
pendent judgment as to the fairness and 
equity of the plan. 

The court, however, may not pass on 
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a plan until it has been approved by the 
commission and cannot approve a plan 
which has not been approved by the com- 
mission. Accordingly, the court may not 
substitute its valuation of securities for 
those of the commission, but it may re- 
ject valuations made by the commission 
and send the matter back for commission 
consideration. 

Neither the commission nor the dis- 
trict court had treated the charter pro- 
vision as controlling the amount which 
should be allowed to common and pre- 
ferred stockholders. The circuit court ap- 
proved this principle. 

The commission had treated the “call” 
provisions of the company’s charter only 
as “stoppers” to prevent the “investment 
values” of preferred stock from exceed- 
ing the premium or call prices. 

The commission did not give any sub- 
stantial consideration to the future earn- 
ing power of the holding company and 
its subsidiaries, which the Supreme 
Court has held to be one of the funda- 
mental tests for reorganization valuation. 
The commission made no attempt to as- 
certain future earning power of the sys- 
tem or to apportion earning power be- 
tween preferred and common stock based 
on their respective claims to income. The 
opinion by Judge Biggs continues: 

What the commission has done is to con- 
sider the investment values of the preferreds 
ex the Public Utility Holding Company Act; 

i.e., as if the act had never been passed. But 


it considered only the preferreds on this 
basis. It seems to have omitted consideration 
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of the common by a similar standard. It 
made no finding as to the’ “value” of the 
common stock. The commission’s action may 
not be upheld merely because such a finding 
possibly could have been made. .. . In the 
instant case the commission ascribed “in- 
vestment value” to the preferreds but failed 
to make a similar approach to the common. 
The result is that the commission has at- 
tempted to value the securities of Engineers 
both ex the act and intra the act. 


In the opinion of the court, the com- 
mission had attempted to apply the in- 
vestment value test to preferred stock 


without understanding the principle of 
“equitable equivalents” approved by the 
Supreme Court. The opinion continues: 


We can perceive no reason why the doc- 
trine of equitable equivalents cannot include 
within its ambit cash for securities as well 
as securities for securities. Perhaps, strictly 
speaking, cash is not an equitable equivalent 
for securities. But cash certainly may be an 
adequate recompense for the security relin- 
quished and if it be a just recompense, the 
exchange will be equitable. 


Re Engineers Public Service Co. et al. 


e 


Coal Clause Approved for Electric Utility 


AN application of the Carolina Power 
& Light Company for authority 
to put into effect a coal clause rider ap- 
plicable to certain industrial customers 
was approved by the North Carolina 
commission. The commission recognized 
a need for an increase in revenue but 
not in the amount requested. It found 
that some textile and large industrial 
users were getting current at a noncom- 
pensatory figure. 

The company proposed a clause based 
on coal cost at $6 per ton, but the com- 
mission decided that the base price 
should be $7 per ton. 

A contention that the proposed in- 
crease should be spread alike on all 
classes of service, said the commission, 
appeared plausible, but from a sense of 
equity it was not compelling. The com- 
mission added: 

Electric rates are not uniform and prac- 


tical rate making does not require that they 
be made uniform. The measure of a rate 


is determined by the various elements which 
enter into the service that is to be per- 
formed. To the uninitiated they often ap- 
pear paradoxical. 


Commissioner Johnson, in a dissent- 
ing opinion, said that certain customers 
were being served at less than cost of 
production, and the company sought to 
insert a coal clause for some customers 
but not for all. He said: 


I am firmly convinced that all subscribers 
of an electric utility who are not paying the 
actual cost of production should have their 
rates increased in an amount that would as- 
sure the utility of enough revenue to pay 
out-of-pocket cost. The sale of electric en- 
ergy to customers who do not pay the out- 
of-pocket cost constitutes an undue burden 
upon other customers. . 

The application of a fuel clause to a cer- 
tain class of customers and not applying 
it to others who are not now paying the out- 
of-pocket cost is discriminatory. 


Re Carolina Power & Light Co. (Docket 
No. 4327). 


e 


Relationship between Local and National Phone Companies 
Examined in Rate Hearing 


<a Oregon commission, in examin- 
ing a new rate schedule filed by a 
telephone corporation, took occasion to 
revalue the company’s plant and to con- 
sider the reasonableness of several items 
in its expense account. 

The commission rejected a valuation 
method suggested by the company which 


involved a determination of reproduction 
cost of plant under the methods of con- 
struction used when the plant was first 
constructed, with an estimate of the 
hours of labor required at present wage 
rates. The commission pointed out that 
such a method was improper in the face 
of the utility’s admission that under no 
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if the company had them performed by 
an — agency or performed them it- 
self. 

After weighing evidence as to the 
company’s serious financial condition, the 
commission allowed a rate increase which 
would raise company revenues to such 
an extent as to permit it to meet its op- 
erating obligations and obtain financing 
for its expansion program. Re Pacific 
Teleph. & Teleg. Co. (U-F-1227, PUC 
Oregon Order No. 19034). 


circumstances would it ever attempt to 
rebuild the plant by such method. 

The company’s relationship with a 
nation-wide telephone system was closely 
scrutinized, The commission allowed ex- 
pense items representing the actual cost 
of necessary services, such as legal, engi- 
neering, and accounting, rendered the 
local company by the nation-wide com- 
pany. The commission pointed out that 
allowable expenses for such services 
could not exceed the cost of the services 


e 
Nonprofit Phone Company Must Serve Nonstockholders 


that as a nonprofit corporation it could 


TELEPHONE company was ordered 
serve only stockholders, the commission 


by the Wisconsin commission to ex- 


tend service to a new farm resident not- 
withstanding the fact that the company 
was operated on a nonprofit basis and had 
always limited its service to stockholders. 

The would-be subscriber had pur- 
chased a farm to which service had been 
rendered and he believed that it would 
be continued. The former occupant of 
the farm had turned his share of stock 
back to the company. After failing in his 
efforts to buy stock, the new owner com- 
plained to the commission against service 
denial. 

The commission reminded the company 
of its utility status and its obligation to 
serve any member of the public within 
its undertaking who demands service. 

In answer to the utility’s contention 


stated: 


The evidence indicates that Mr. Zimmer- 
man has been unable to find any owner of a 
share of stock in the corporation who is 
willing to dispose of it to him. However, the 
utility cannot lawfully or reasonably deny 
service to Zimmerman upon the ground that 
he is not a stockholder. 

An examination of the rates filed and 
charged by the Eau Claire River Telephone 
Company indicates that it has attempted to 
operate virtually on a nonprofit basis. Mr. 
Zimmerman, as a subscriber, is entitled to re- 
ceive service at the utility’s present lawfully 
filed rates. If, as a result of serving non- 
stockholders, the utility wishes to revise its 
rates, it may do so by securing proper au- 
thorization from the commission. 


Re Eau Claire River Teleph. Co. (2-U- 
2560). 


2 


Transfer of Air Operations to New 
Suburban Field Approved 


A= by the city of Akron 
against the proposed transfer of 
scheduled air-line operations from its 
field to a new airport located in a subur- 
ban area was dismissed by the Civil 
Aeronautics Board. 

The board regretted that its action ap- 
parently penalized a pioneer in air trans- 
portation but observed that public interest 
must be its principal consideration in ap- 
proving an air route. Other interests 
would be secondary. 
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To the city’s argument that the removal 
of the air operation to the suburbs would 
further aggravate the problem of surface 


transportation to and from the airport, the 


board made this reply: 


The Memorial Airport is more distant 
from Akron and the greater portion of the 
area populace and involves about twenty 
minutes additional driving time at a higher 
fare. An accurate evaluation of these factors 
is difficult but it is apparent that the added 
distance would be an inconvenience to 
the Akron air traveler. However, such in- 
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convenience cannot be considered im vacuo 
but must be considered in relation to the 
comparative safety and reliability and types 
of service available at the two airports. 
We recognize the need for expedited sur- 
face transportation at low cost between air- 
ports and metropolitan centers but of at 
least equal importance is the establishment 


of a more reliable and dependable air trans- 
portation service through the minimizing of 
cancellations, late arrivals, and late depar- 
tures. 


Re Akron Airport Case (Docket No. 
2332 et al.). 


e 


New Customers Must Pay for Rock Excavation Necessary to 
Extension of Water Line 


$ b+ New York commission ordered 
a water company to serve four new 
residences within the area of its under- 
taking but required the customers to agree 
to bear all extraordinary costs of the 
project. 

A rather difficult problem was pre- 
sented because homes of these subscribers 
were built on solid rock. As a temporary 
measure the building contractor had pro- 
vided water service by close-to-surface 
piping which he kept from freezing by 
continuous “bleeding.” The commission 


called such a plan of service entirely un- 
satisfactory. 

Annual revenue from the new sub- 
scribers would be about $96, while the 
cost of the rock excavation would be 
about $4,000. The commission ruled that 
old customers should not bear this ex- 
traordinary cost and that, in justice to 
them, those seeking the service should 
substantially pay for the rock excava- 
tion, with the utility paying all other costs. 
Decker v. Kerhonkson Water Co., Inc. 
(Case 13317). 


7 


Disapproval of Air-steamship Carrier Agreement Affirmed 


HE action of the Civil Aeronautics 

Board in disapproving an agreement 
between an air carrier and a steamship 
company was upheld by the Federal Cir- 
cuit Court of Appeals. 

The agreement would confer on the 
steamship company general agency au- 
thority for the solicitation and sale of 
tickets, handling of excess baggage for 
air passengers, and assistance in clearance 
of customs for air passengers in and out 
of Europe. The board had ruled that an 


air carrier’s entering into such an ar- 
rangement with a competing mode of 
transportation was not in the public in- 
terest. 

After finding that the agreement fell 
within the board’s jurisdiction, the court 
ruled that the board’s action was not ar- 
bitrary or in any sense an abuse of dis- 
cretion, and consequently could not be 
disturbed by the courts. United States 
Lines Co. v. Civil Aeronautics Board, 
165 F2d 849. 


7 


Grandfather Certificate Does Not Cover New Construction 


HE Federal Power Commission held 

that a natural gas company engaged 
in the transportation and sale of natural 
gas under a grandfather certificate must 
obtain an additional certificate authoriz- 
ing the construction of additional com- 
pressor units. The company had con- 
tended that it was not required to obtain 
a certificate, since it was not undertaking 


to transport or sell gas over a new route 
or in a new area not served on the effec- 
tive date of the act. 

It admitted that the additional facili- 
ties would increase the quantity of gas 
to be transported and sold in interstate 
commerce. The commission held that the 
certificate requirements for the installa- 
tion of the proposed facilities were clearly 
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set forth in § 7(c) of the Natural Gas 
Act. It said in support of its ruling: 


The commission, in its order of March 26, 
1946, in Docket No. G-464, in which the 
same issue was raised by the same applicant 
in regard to additional facilities there pro- 
posed by applicant, held: 

“The operation of the Holcomb com- 
pressor station, by increasing the natural 
gas pressure, increases the quantity of 
natural gas which applicant transports and 
sells for resale in interstate commerce as 
above described, and furthers the trans- 
portation of such gas to Nebraska; and 
such compressor station is a facility for the 
transportation of natural gas in interestate 
commerce and the sale in interstate com- 
merce of natural gas for resale for ultimate 
public consumption for domestic, commer- 
cial, industrial, and other use.” 

The purposes for which the proposed 


7 


Statute Creating Municipal Cab Commission Invalid 


eee proceeding by a cab op- 
erator to require the state commis- 
sion to renew its permit was granted by 
the Florida Supreme Court. The only 
defense raised by the commission was 
that a new statute removed the operation 
from its jurisdiction. The statute set up 
a special taxicab commission for a city 
and the suburbs in which the cab oper- 
ated. 

The court found the statute to be un- 
constitutional and, therefore, unavaila- 


e 


facilities are intended in the instant case are 
exactly the same as those described by the 
commission in the foregoing quotation from 
its said order. 


Whether or not the additional com- 
pressor units should be constructed to 
meet future increased demand and to 
provide against the possible breakdown 
of existing equipment was held to be a 


question of managerial operating discre- 


tion, the solution of which, as an operat- 
ing problem, should be left to the dis- 
cretion of the company. The commis- 
sion concluded that public convenience 


and necessity required the proposed con- 
struction and operation. 
Nebraska Nat. Gas Co., Inc. (Docket No. 


Re Kansas- 


G-904). 


ble as a defense. Its invalidity even under 
the state police power was brought out in 
this statement : 


We must recognize as a first premise that 
the taxicab business was not lacking in super- 
vision or regulation in the affected area in- 
asmuch as the general law placed that duty 
upon respondents. Can we then say that this 
attempted manner of regulation bears any 
relaton to the public safety, health, morals, 
or welfare? We think not. 


i‘ ex rel. Reese v. Carter et al. 34 So2d 
35. 


Price Not to Be Frozen on Date City 
Acts to Acquire Plant 


nN Arizona utility faced a dilemma 
when it was ordered by the com- 
mission to extend and improve its plant 
after a city had started a proceeding to 
acquire its property. The condemnation 
law prohibits any claim based on such 
additions. 

Either the eminent domain law or the 
commission order would seem to violate 
fundamental rights. A solution was 
sought in a court proceeding to set aside 
the order. 

A lower court set aside the order on 
the theory that the condemnation law was 
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recognized as constitutional in pending 
proceedings in a Federal court for ac- 
quisition of the property. The state su- 
preme court overturned this decision, 
holding that the bar to compensation for 
later additions, in effect freezing the price 
as of the date when the proceeding was 
started, violated constitutional require- 
ments. The court said: 


The statutory provision is unconstitutional 
when applied to the taking of public utility 
properties. It occurs to us that the eminent 
domain statute of the state of Arizona was 
created for no other purpose than the con- 
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demnation of real estate and its appurte- 
nances. We conclude that the condemnation 
statute, as a whole, is wholly inadequate, 
inappropriate, inapplicable, and insufficient 
as a means of assessing the compensation 
to be paid to a public utility for its physical 
properties and additions thereto made under 
compulsion of law. 


It therefore followed that the com- 


mission order was proper. A public util- 
ity, said the court, must obey a commis- 
sion order to make such extensions, im- 
provements, and betterments as may be 
required to render adequate service. 
Arizona Corporation Commission et al, 
v. Tucson Gas, Electric Light & Power 
Co. 189 P2d 907. 


Inadequate Service Blocks Bus Rate Increase 


— New York commission denied 
a petition of the trustees of a bank- 
rupt transit company for a rate increase 
on top of one authorized last summer. 
This was because neither the company 
nor the trustees had attempted to improve 
service as required by the earlier rate or- 
der. The commission, observing that the 
previously increased fares were definitely 
tied to adequate service provision, said: 


This position is in accordance with the 
provisions of law and the decisions of the 
courts. Articles 2 and 2-a of the Public Serv- 
ice Law, which cover all forms of trans- 
portation, first provide that every common 
carrier must furnish service and facilities 
which shall be safe and adequate and in all 
respects just and reasonable. Statutory pro- 
visions and judicial decisions as to the right 
of utilities to have a fair return on property 
are all based on the assumption that the util- 
ity is rendering such service. If a utility is 
not rendering such service, it has no right 
to expect that the public will pay it the same 
return to which a utility which is discharg- 
ing its obligation and giving adequate serv- 
ice is entitled. 

Increased operating costs, the com- 
mission said, are not the sole basis for 
determining fare questions. Otherwise, 
it was noted, the system least efficiently 
operated, carelessly managed, and ren- 
dering unsatisfactory service, would be 
allowed to charge higher rates than a 
company efficiently managed, econom- 
ically administered, and rendering first- 
class service. 

The commission believed there should 
be some penalty for the former and some 
reward for the latter. The policy of the 
regulatory body should be to encourage 
efficient and satisfactory service. 

It was conceded that this company’s 
cost of operation materially exceeded 


the cost of operation elsewhere. The 
commission said that, while it could not 
determine rates in one city on the basis 
of conditions and costs in other cities, it 
could not ignore the fact that the trus- 
tees had not taken advantage of methods 
of operation known generally through 
the industry. These involved replacement 
of obsolete fare collection equipment, re- 
placement of worn out and obsolete 
busses costly to maintain and operate, 
and failure to furnish modern bus serv- 
ice. Since it had been found that the sys- 
tem was not providing adequate service 
and that the trustees could meet all op- 
erating costs requiring cash payments for 
a considerable time to come at the rates 
already authorized, it was believed that a 
further increase in fares would not be 
just and reasonable. 

Commissioner Arkwright, in a sepa- 
rate opinion, dissented for the reason 
that insufficient provision had been made 
for annual depreciation and no provision 
had been made for any return upon the 
company’s property. 

The commission, in a related opinion, 
said that the rates and service of the 
transit company in receivership under 
the trustees and the Federal bankruptcy 
court are no less under the jurisdiction 
and subject to the regulation of the com- 
mission than when the company was 
functioning. It held that the trustees are 
under the same obligation to obey the 
laws of the state and to carry out com- 
mission orders to improve service, and 
in respect to rates, as was the company. 
Re International R. Co. (Case No. 12- 
425) ; Re International R. Co. (Case No. 
10419). 
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Utility Service Cannot Be Denied to Enforce 
Payment of Other Charges 


HE supreme court of Nebraska has 

ruled that a city cannot refuse water 
service because water users fail to pay 
for garbage collection. An ordinance pro- 
vided that the city should collect garbage 
for a fixed charge. The water commis- 
sioner was required to show garbage col- 
lection charges on water bills. It was the 
commission’s duty to shut off water serv- 
ice if all charges were not paid. 

Water users offered the water com- 
missioner the tegular water charges. He 
refused to accept them because of the 
failure to tender him, at the same time, 


the fee for garbage disposal service. The 
court said: 


The authorities are uniform to the effect 
that a public service corporation cannot re- 
fuse to furnish its public service because the 
patron is in arrears with it on account of 
some collateral or independent transaction, 
not strictly connected with the particular 
physical service. For instance, electric com- 
panies frequently sell electric stoves, refrig- 
erators, and the like. Such a company can- 
not cut off electric service because the patron 
is in default in the payment of a bill of that 
description. 


Garner et al. v. City of Aurora et al. 30 
NW2d 917. 


e 


State Regulation of ‘Drivurself’” Motor 
Vehicles Unconstitutional 


A COMPANY renting out automobiles 
without drivers successfully at- 
tacked the Pennsylvania law placing such 
business under regulation. 

The state supreme court reversed a 
lower court decision upholding such 
regulation. 

The court, in an extensive analysis of 
the basis for public utility regulation, ar- 
rived at the conclusion that the “drivur- 
self” business is not affected with a 
public interest and that power to regulate 
highways does not extend to regulation 
of a private business of this sort. 

The supreme court scored the lower 
court’s handling of the matter in these 
words : 


The learned chancellor correctly appre- 
hended the basic inquiry to be—“. . . whether 
the plaintiff’s business is so affected by a 
public interest as to justify regulation, and 
whether the regulations of the statute are 
reasonable” and then failed to come to grips 
with those problems at any time. Indeed, the 
court below was content to conclude that, 
as the highways are subject to governmental 
regulation and as the plaintiff’s leased motor 
vehicles use the highways, the plaintiff’s 
business (i.¢., its use and enjoyment of its 
private property) is subject to public regu- 
lation and control. 


The court considered many decisions, 
dating back to the common law, in an 
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effort to determine how a business be- 
comes affected with a public interest. The 
enjoyment of a government-conferred 
franchise or a monopoly, it pointed out, 
was many times considered an adequate 
basis for government regulation of a 
business or service. The service in ques- 
tion enjoyed no such franchise or monop- 
oly. 

The supreme court’s opinion of the 
nature of the business and validity of the 
statute is reflected in this forthright 
statement : 


. .. the correct view is that the business 
of leasing motor vehicles without drivers to 
selected customers is not affected with a 
public interest; and that property so em- 
ployed is not amenable to legislative regu- 
lation and control in an exercise of the 
state’s police power in respect of its produc- 
tivity for the owner’s private uses. It fol- 
lows, therefore, that the act’s requirement 
of a certificate of public convenience from 
the public utility commission in favor of 
anyone desiring to engage in or continue the 
business of leasing motor vehicles without 
drivers and the similarly imposed require- 
ment of an antecedent finding by the com- 
mission that “the business . . . is necessary 
and convenient for the accommodation of the 
public,” constitute unwarranted infringe- 
ments of the appellant’s freedom to use and 
enjoy its property, as it sees fit, and, so, vio- 
late Art 1, § 1, of the Pennsylvania Consti- 
tution. 
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The final contention of the state was 
that the regulation and control provided 
in the statute attached by virtue of the 
state’s power to regulate the use of the 
highways. The court conceded that high- 
ways, being public property, are subject 
to governmental regulation but pointed 


e 


out that it is not constitutionally permis- 
sible for the legislature, on the pretense 
of regulating the use of highways, to 
regulate in fact the highway user’s pri- 
vate business which is unaffected with 
a public interest. Hertz Drivurself Sta- 
tions, Inc. v. Siggins et al. 


Irregular Route Operation Too 
Regular — Suspended 


HE operations of an irregular route 

motor carrier were terminated by 
the Ohio commission when they were 
found to parallel very closely the patterns 
of a regular route carrier. The commis- 
sion relied on an order prohibiting such 
operation and a restriction written in the 
certificate of all irregular route carriers 
against “furnishing the same kind and 
character of service being furnished by 
existing electric and steam railway lines 
or by motor transportation companies 
operating between fixed termini or over 
regular routes.” 


The commission found that the car- 
rier’s consistent day-to-day and week-to- 
week transportation in aggregated lots of 
numerous less-than-truckload shipments 
resembled very closely the operations of 
a regular route carrier. 

“Such service,” the Ohio Public Utili- 
ties Commission said, “may be the result 
of evolutionary process, but the constant 
recurrence of the pattern of a regular- 
route operation is fixed to a degree in- 
consistent with a bona fide on-call-any- 
where-for-hire service.” Re Schlairet 
Transfer Co. (I & S No. 198). 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re New York Motor Carrier 
Conference, Inc. 


Case 12902 
March 9, 1948 


P ROCEEDING involving the assessment of costs of investigation 
of motor carrier rates; costs assessed on individual basis. 


Commissions, § 58 — Expenses of investigation of carrier rates — Mode of as- 
sessment, 
1. One method of determining whether commission costs, in a proceed- 
ing involving a number of carriers, should be assessed against the carriers 
individuaily or prorated is to decide whether their interest is such that any 
determination made will similarly affect all of them, p. 4. 
Commissions, §.58 — Expense of investigation — Power to prorate costs. 


2. The Commission does not have authority, and is not required, to prorate 
the cost of an investigation of motor carrier rates where the various car- 
riers are joined in the proceeding only as a matter of convenience and where 
the results may be different as to each carrier involved, p. 4. 


Rates, § 414 — Motor carriers — Uniform charges — Agency representation. 


Statement that the fact that a number of carriers employ the same agent to 
represent them in a rate proceeding is no guaranty that they will be permitted 
by the Commission to establish or maintain uniform rates, p. 4. 


* 


APPEARANCES: Sherman C. Ward, Buffalo, Traffic Consultant, for J. C. 
Acting Counsel (by Joseph J. Doran, BeVier, Inc., Consolidated Cartage, 
Assistant Counsel), for the Public Endres Delivery, Inc., Stahl’s Truck- 
Service Commission; Bray J. Foley, ing Co., G. E. Wolfe Transportation, 
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Inc., and William Young Transporta- 
tion, Inc.; J. P. Maloney, Albany, for 
John Vogel, Inc. 


Eppy, Commissioner: This pro- 
ceeding involves the assessment of cer- 
tain costs under § 18—a of the Public 
Service Law. Certain of the respond- 


Company 


ee: BU, AO, BD. bcc cecccaceceuecscnse 
“ “ “ “ 


A. Cimpi Express Lines, Inc. ... 
Lightning Express 


Stott & Davis Motor Express .. 


American Freightways, Inc. ..... 
Evans Express 


Bie OOS EUOVOET, TOG: ccvcccccccceceseceee 


Eason L. Simmons 
Arthur’s Express 


DEE RUE GIR. cncnwidsccresecesaccene 


. Six carriers appeared by counsel and 
questioned the method of assessment 
and subsequent to the hearing filed a 


Consolidated Cartage 
Endres Delivery 


William Young 


The sixth carrier, Stahls Trucking, 
had received no bills at the time of the 
hearing but was interested in the prin- 
ciple involved because of the expecta- 
tion of receiving future bills. 

The representative of these carriers 
stated that he did not question the 
amounts involved or the work per- 
formed. The contention was that in- 
stead of assessing costs to the carrier 
directly involved that the entire cost of 
the investigation should be prorated 
among all carriers involved in the in- 
vestigation. 

The New York Motor Carrier Con- 
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ents did not appear. The amounts 
which were billed to these carriers 
were testified to by Bleecker H. Baker, 
chief account clerk of the Public Sery- 
ice Commission. The amounts which 
appear to be due and the periods cov- 
ered as testified to by Mr. Baker fol- 
low: 


Period 


Nijhtbenestoaweseasenses July 
August 
-- July 


Ant. 


i! September 


s06<6bhackdesdeawebeend September 


brief. The carriers and the amounts 
involved follow: 


Period 


... September 

..- August 

.. September 

..- August 

. August 

September 

ference is an agent for a number of 
motor carriers in this state. On be- 
half of each of the carriers represented 
by it, it filed a tariff proposing certain 
increases in rates. That tariff was 
suspended and, although the suspen- 
sion was later raised, the investigation 
was continued and the expenses which 
are involved in this proceeding arise 
out of that investigation. 

As to the various carriers represent- 
ed by the conference, some of the car- 
riers participate in the tariff in its en- 
tirety, that is, all such carriers have 
similar rates. Certain other carriers 





ration 
which 
arise 


esenit- 
e Car- 
ts en- 

have 
rriers 
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participate in the tariff in part. In the 
course of the investigation certain 
work has been done upon the books of 
certain of the carriers., The books of 
all carriers participating in whole or in 
part in the tariff of the conference have 
not been investigated. 

In the six cases considered here the 
carriers subject to the assessment do 
not question that the amount which it 
is sought to assess was actually ex- 
pended in connection with the work 
done upon their books, nor do they 
question the right of the Commission 
to assess such costs. Their position is 
that inasmuch as all carriers who par- 
ticipate in the conference tariffs are un- 
der investigation and all would benefit 
by the increase in rates, the total costs 
incurred should be prorated among all 
the carriers involved in the proceeding 
whether or not any work was actually 
done upon their books. 

The position of the carriers protest- 
ing in this proceeding may be sum- 
marized, that inasmuch as there is a 
general investigation of all carriers 
participating in the tariff, that the facts 
developed in the investigation of one 
carrier will be used as a basis for a de- 
termination which will affect all and 
that, therefore, any work done should 
be assessed against all the carriers and 
the burden should not be carried by the 
carriers who either by accident or de- 
sign have been selected as the “guinea 
pigs” of the investigation. 

Section 18-a of the Public Service 
Law provides: 

“Whenever the Public Service 
Commission in a proceeding upon its 
own motion, upon complaint, or upon 
application to it, shall deem it neces- 
sary in order to carry out its statutory 
duties, to investigate the operations, 


service, practices, accounting records, 
rates, charges, rules,-and regulations, 
or to make valuations or revaluations 
of the property of any public utility, 
such public utility shall be charged 
with and pay such portion of the com- 
pensation and expenses of the Com- 
mission, its officers, agents and 
employees, including employees tem- 
porarily employed, as is reasonably at- 
tributable to such investigation, valua- 
tion or revaluation, provided an op- 
portunity to be heard thereon shall 
first have been granted to such public 
utility. The Commission shall ascer- 
tain the costs, including the compensa- 
tion and expenses of the Commission, 
its officers, agents, and employees, and 
shall determine the amount to be paid 
by the public utility and shall render a 
bill therefor by registered mail to the 
public utility. Such bill shall be ren- 
dered either at the conclusion of the in- 
vestigation, valuation or revaluation, 
or from time to time during its prog- 
ress, and the amount of such bill so 
rendered by the Commission shall be 
paid by such public utility to the Com- 
mission within thirty days from the 
date of its rendition. The total amount 
which may be charged by the Commis- 
sion to any public utility under author- 
ity of this section in any calendar year 
shall not exceed one-half of one per 
centum of such public utility’s gross 
operating revenues derived from intra- 
state utility operations in the last pre- 
ceding calendar year. The amount as- 
sessed against a public utility, not paid 
within thirty days after such determi- 
nation, shall draw interest at the rate 
of 6 per centum per annum.” 

A reading of that statute indicates 
that the assessment must be made 
against the utility affected. That sec- 
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tion uses the word “utility” in the sin- 
gular throughout. There unquestion- 
ably are cases as, for example, a con- 
tract between two or more utilities, 
where the decision would equally affect 
all of the utilities involved in the case. 
In such cases the argument made here 
by the objecting carriers might have 
very great weight. In the present case 
while it is altogether possible that the 
result may be that all of the carriers 
will be affected, that is by no means 
certain. The mere fact that a number 
of carriers employed the same agent to 
represent them in tariff matters affords 
no guaranty that they will be permit- 
ted by the Commission to establish or 
maintain uniform rates. 

In the present proceeding at its con- 
clusion it is entirely within the power 
of the Commission and not without the 
realm of possibility that certain car- 
riers may be permitted to increase their 
rates and others not—the Commission 
even having the power to reduce pres- 
ent rates of certain carriers. 


Another important consideration’ is 
that the amount assessed is for work 
done solely in connection with the 
books of the carriers against which it 
was assessed. It does not include any 
assessment for any work for the over- 
all assembling of data for presentation 
in the general rate case. 

[1,2] Except for simplification of 
procedure, instead of bringing a gen- 
eral investigation, separate cases 


could have been instituted affecting 
each carrier, in which case costs could 
have been assessed only against the 
carrier named in that particular case, 
One of the proper tests as to whether 
costs in a proceeding involving a num- 
ber of companies should be assessed 
against the companies individually or 
prorated is whether the interest of the 
companies involved is such that any 
determination made will similarly af- 
fect all of them. A typical example 
would be a safety rule or an investiga- 
tion to determine a uniform system of 
reports. Where the various carriers 


are only joined in the proceeding as a 
matter of convenience and where the 
result may be different as to each of 
the parties involved in the proceeding, 
it does not seem that there is authority 
to prorate costs. 

It does not appear that under the 


circumstances disclosed in this pro- 
ceeding that the Commission has any 
other option except to assess costs 
against the carrier on whose books 
work has been done. 

Since the hearing various carriers 
have paid the amount involved. 


Conclusion and Recommendation 

It appears that the amounts set forth 
above are properly due and assessable 
under § 18—a and that appropriate as- 
sessment orders should be entered in 
all cases where payments have not been 
made at the time of the adoption of 
this report. 
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CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Pacific Telephone & Telegraph 
Company 


Decision No. 41021, Application No. 28211 
December 17, 1947 


A PPLICATION for authority to increase intrastate telephone 


rates; increases authorized. 


Rates, § 209 — Statewide telephone company — Burden of increase — Segregated 


earnings. 


An increase in rates of a statewide telephone company should not be ac- 
complished by a uniform statewide surcharge where some exchange areas 
produce a return in excess of the amount considered reasonable, while other 
areas produce a substantially lower rate of return; equity requires that 
increases in rates of the low earning areas be granted. 


APPEARANCES: Pillsbury, Madison 
and Sutro, by Felix T. Smith, John 
A. Sutro, Arthur T. George, and 
Fletcher Rockwood, for applicant; 
John J. O’Toole, Dion R. Holm, and 
Paul L. Beck for the city and county 
of San Francisco; J. J. Deuel and 
Edson Abel for California Farm 
Bureau Federation ; Roger Arnebergh, 
K. Charles Bean, and T. M. Chubb, 
for the city of Los Angeles; Joseph 
A. Bonacina and Dr. L. Melvin Pol- 
lard for the city of Sunnyvale; F. Bert 
Fernhoff, J. Kerwin Rooney, John W. 
Collier, and Archer Bowden, for the 
city of Oakland; Robert T. Anderson 
for the city of- Berkeley; C. M. Ozias, 
for the city of Fresno; Mrs. Kathie 
Zahn, interested party; Byron E. 
Harding, James K. MacIntosh, and 
Charles M. Dinneen for the United 
States of America; Russell Zaches, for 
the city of Monterey; A. H. Rolfes, 
for the El Nido Telephone Company ; 


William L. Hudson, for the city of 
Carmel; Wesley W. Kergan, for 
Monterey Chamber of Commerce; 
Reginald E. Foster, for the city of 
Pacific Grove; Philip Eden, for Local 
120 of American Communications As- 
sociation, et al.; Samuel Vickers, for 
the city of Vallejo; Theodore Smith, 
for San Lorenzo Valley Property 
Owners Association, Ben Lomond; 
Henry McClernan and John H. Lau- 
ten, for the city of Glendale; H. Bur- 
ton Noble and Frank L. Kostlan, for 
the city of Pasadena; Frank V. 
Rhodes, for California Independent 
Telephone Association; Everett L. 
Parker, for Municipal League of Los 
Angeles and also representing James 
L. Doherty, for Utility Workers 
Union of America; Richard C. Waltz, 
for the city of Beverly Hills; George 
W. Irving, for the city of Burbank; 
Theodore K. Resmey, in propria per- 
sona, and for California Progressives ; 
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Earl C. Craig, for the Public Affairs 
Forum, Los Angeles; Lawrence L. 
Cardwell in propria persona; Joy A. 
Winans, for the People’s Lobby of 
California; Emmett H. Tompkins, for 
the city of Alhambra; B. Guy Cornyn, 
for the city of Arcadia; William D. 
Libby, for the Arcadia Chamber of 
Commerce; Emuel J. Forman and E. 
A. Hosmer, for the cities of Alhambra, 
Beverly Hills, Burbank, Culver City, 
El Monte, El Segundo, Glendale, 
Hawthorne, Inglewood, Pasadena, 
South Pasadena, Arcadia, and South 
Gate; Clyde W. Woodworth, for the 
cities of Inglewood, El Segundo, and 
South Gate; Robert A. Schwamb, for 
the city of Montebello; M. Tellefson, 
for the city of Culver City; L. L. 
Drouet, in propria persona; Braeme 
E. Gigas, for the city of South Pasa- 
dena; M. Anderson Thomas, for the 
San Francisco Council of Churches 
and the Northern California and 
Western Nevada Council of Churches; 
Taubner G. Hamma, for the city of 
Stockton; Everett M. Glenn, for the 
city of Sacramento; Robert E. Cassin, 
for the city of San Jose; Mrs. Richard 
Werthimer, for Noe Valley Shoppers 
Club and other shopper groups of the 
city of San Francisco; Kenneth 
Tjoflat, for San Francisco Chapter, 
Progressive Citizens of America; 
Reginald L. Vaughan, for cities of 
Sacramento, Stockton, Fresno, Tracy, 
Modesto, Madera, Visalia, Sunnyvale, 
Redwood City, Oroville, Bakersfield, 
San Jose, North Sacramento, Peta- 
luma, Lodi, Turlock, Los Banos, 


Clovis, Merced, Selma, Tulare, and 
Willows. 


HUuLs, 
sioners : 


MITTELSTAEDT, Commis- 


Third Interim Opinion 


In the above-entitled proceeding 
originally filed February 14, 1947, 
thirty-four days of hearings have been 
held and 226 exhibits received. 

At the hearing November 14, 1947, 
applicant introduced evidence to the 
effect that its ratio of earnings to its 
net telephone plant and working capi- 
tal in California for the most recent 
period was substantially less than the 
earlier test period earnings upon which 
its amended application is based. 
Based on this evidence, applicant 
moved that a further interim rate ad- 
justment be granted of $6,460,000. 

The Commission now has the ben- 
efit of further hearings on December 
3rd, 4th, and 5th, at which time testi- 
mony on cost of money has been pre- 
sented on behalf of a number ot cities 
in California’ and the California Farm 
Bureau Federation and on behalf of 
the Treasury Department of the Unit- 
ed States. 

This application, as originally filed, 
sought $20,200,000 in increased rates. 
Subsequently, increased wages were 
made effective. Upon a showing of 
the effect of the wage increase on in- 
trastate operations in California, this 
Commission by its interim order au- 
thorized increases in rates totaling 
$10,500,000, effective July 6, 1947. 

The applicant, on August 6th, sub- 
mitted its amended application, hear- 





1 Alhambra, Arcadia, Bakersfield, Beverly 
Hills, Burbank, Clovis, Culver City, El Monte, 
El Segundo, Fresno, Glendale, Hawthorne, 
Inglewood, Lodi, Los Banos, Madera, Mer- 
ced, Modesto, North Sacramento, Oroville, 
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Pasadena, Petaluma, Redwood City, Sacra- 
mento, San Jose, Selma, Stockton, Sunnyvale, 
South Gate, South Pasadena, Tracy, Tulare, 
Turlock, Visalia, and Willows. 
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ings on which are now in progress. 
By this amended application, further 
increases of $20,090,000 were sought, 
being approximately the same in dol- 
lars as the initial application, but based 
on the newly established rates of the 
interim order, and making in effect a 
total request of $30,590,000. 

At the hearings on August 20th to 
2nd, applicant completed its pres- 
entation of evidence on direct, and on 
August 22nd, after presenting evi- 
dence on earnings of June and July, 
applicant asked for an immediate in- 
trim grant of the $10,926,000 in- 
crease in toll rates sought in its amend- 
ed application. By its second interim 
order of August 26, 1947, the Com- 
mission authorized toll rate increases 
totaling $5,500,000, effective Septem- 
ber 6, 1947. 

Hearings are now in progress to 
receive evidence of the interested par- 
ties. Witnesses called by the Califor- 
nia Farm Bureau Federation were 
heard at Los Angeles, October 29th, 
Fresno, November 6th, and San Fran- 
cisco, November 13th. On November 
14th, at San Francisco, a study of 
earnings by separate exchanges out- 
side extended areas was presented by 


applicant at the request of the Com- 
mission’s staff. Testimony on cost of 
money and fair rate of return, as 
stated, has just been presented. Fur- 
ther hearings are scheduled in Jan- 
uary, 1948, for receipt of additional 
evidence on behalf of the interested 
parties, following which the Commis- 
sion’s staff will present its reports. 
The Commission now has for con- 
sideration applicant’s motion for a fur- 
ther interim rate increase in order to 
maintain its credit. Mr. W. L. Kietz- 
man, for applicant, testified that the 
rate of return for California intrastate 
operations for the four months of 
June, July, August, and September, 
1947, was 3.48 per cent as compared 
with the return of 4.44 per cent for 
the test period comprising the last 
half of 1946 plus twice the first quar- 
ter of 1947, shown by Exhibit 145, the 
earnings being adjusted in each case to 
reflect the effect of rate increases al- 
ready authorized, wage increases, and 
changes in methods of separation. 
The results for the four months end- 
ed September 30, 1947 (equated to an 
annual basis), as compared with the 
earlier test period follow (adjusted in 
both instances to present rate levels). 


Last Half 


1946 Plus 
Twice First 
Quarter 1947 


Item 


Total Revenues 
Expenses and Taxes 


899,000 
185,439,000 


Four Months Ending 
September 30, 1947 
(Annual Basis) 
$210,844,000 
197,180,000 


Per Cent 
Increase 


5.0% 
6.3 


Difference 


$9,945,000 
11,741,000 








Net Revenue 
Average Net Plant and Working 

Capital 
Rate of Return 

(Red Figure) 

It will be noted that although gross 
revenues increased 5 per cent during 
the period, net revenue has declined 
11.6 per cent owing to a 6.3 per cent 
increase in expense. This decline in. 


348,557,000 
4.44% 


13,664,000 (11.6) 


392,135, 
3. 


(1,796,000) 


43 
487% 


578,000 12.5 
(0.96)% (21.6)% 


net revenue, coupled with a 12.5 per 
cent increase in net plant, has caused 
the rate of return to decline 21.6 per 
cent to 3.48 per cent based on com- 
pany figures. 
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Mr. S. W. Campbell, in addition 
to reciting applicant’s declining earn- 
ings, outlined the new capital require- 
ments, pointing out that the debt ratio 
will be about 46 per cent at the end 
of 1947 under present financing. If 
financing through debt were con- 
tinued, Mr. Campbell estimated the 
debt ratio would rise to 69 per cent 
by the end of 1950 and stated he be- 
lieved this would result in an unsound 
capital structure. 

Mr. M. R. Sullivan, applicant’s 
president, emphasizing the testimony 
of Mr. Campbell, reviewed the large 
new capital needs and stressed the ne- 
cessity of applicant being in a position 
to raise new capital in part by com- 
mon stock. 

The Commission now also has be- 
fore it testimony of some of the wit- 
nesses for protestants, particularly 


dealing with cost of money and fair 


return. Dr. Ralph E. Badger, a wit- 
ness, called on behalf of a number of 
cities and the California Farm Bureau 
Federation, introduced testimony and 
exhibits to support his conclusion that 
applicant’s current cost of money lies 
between 5.18 per cent and 5.52 per 
cent and testified that, in his opinion, 
a fair rate of return would be 5.5 per 
cent. Mr. David A. Kosh, a witness 
for the United States Treasury De- 
partment, found the cost of money to 
be in the range 4.77 per cent to 4.97 
per cent and concluded that the fair 
rate of return would lie between 5 
per cent and 5.25 per cent. 

The interim rate increase of $6,- 
460,000 requested by applicant will 
raise its return from 3.48 per cent, on 
its basis of computation, to about 4.5 
per cent which is less than the cost of 
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money to applicant as found by any 
of the protestants’ witnesses. 

The applicant asks that a further in- 
crease in toll rates, together with a 
further increase in service connection 
and move and change charges be au- 
thorized or, in lieu thereof, at the dis- 
cretion of the Commission, that the 
increase be granted in such other or 
different rate increases as the Com- 
mission may find appropriate. 

The city of Los Angeles and also 
other cities in the Los Angeles extend- 
ed area vigorously oppose the granting 
of further toll rate increases and serv- 
ice connection and move and change 
charges which will affect the Los 
Angeles area, citing the reported earn- 
ings of this area as an indication that 
no further increases are justified. A 
motion was, in fact, made by the city 
of Los Angeles that prior interim in- 
creases granted in this proceeding be 
rescinded in so far as they affect the 
Los Angeles extended area subscrib- 
ers. Representatives of northern Cali- 
fornia cities neither consented to nor 
opposed the motion of the applicant 
but urged the Commission not to dis- 
turb existing rate relationships in or- 
dering interim increases. 

We find no evidence in the record 
to support a higher charge for instal- 
lation of telephones at this time. It is 
noted that substantial increases were 
made in these charges on July 6th, that 
the applicant in its amended applica- 
tion did not seek further increases, and 
that it introduced no cost or other 
figures to support such a request. We 
do not believe a further increase should 
be authorized in these charges at this 
time to the disregard of numerous 
types of increases sought by applicant 
and on which a record has been made. 
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In evaluating the form the rate in- 
creases should take, the record shows 
that the detail study of earnings by 
exchanges results in somewhat higher 
armings in total for all of the ex- 
changes outside of the San Francisco- 
East Bay and the Los Angeles extend- 
ed areas than a study for the same 
seas made previously. The testi- 
mony of Mr. Kietzman shows, assum- 
ing the differences to be applied to the 
extended areas, that the earnings for 
the test period consisting of the last 
six months of 1946 plus twice the first 
quarter of 1947, adjusted for interim 
rate increases, wage increases, and 
changes in separation methods, would 
be about as follows, as compared with 
the earlier study: 


Ex- 
hibit 


145 
Los Angeles Extended Area 7.4% 
San Francisco-East Bay Ex- 
tended Area 
San Diego Extended Area... 4.7 
Outside Exchanges (1.6 
Intrastate Toll 


(Red Figure) 


Mr. Kietzman pointed out a number 
of reasons why the two studies would 
differ and, in the case of the latter 
study, has assumed no change in the 
allocation to toll. Nevertheless, both 
studies indicate a definitely lower over- 
all earning in the San Francisco-East 
Bay extended area and in the outside 
exchanges, as compared with Los An- 
geles, San Diego, and with the toll 
classification. 

Earnings in the latter part of 1947, 
the record shows, are nearly one per 
cent lower than the over-all 4.4 per 
cent shown above and presumably the 


earnings of all segments are now lower 
than those shown above. 

It would appear to the Commission 
that there is considerable merit to the 
protest of the representatives of cities 
in the Los Angeles extended area and 
further substantial rate increases 
should not be assessed at this time to 
subscribers in that area. 

Reviewing the earnings by areas, 
the Commission cannot but conclude 
that equity requires, at this time, that 
increases in the rates of the San Fran- 
cisco-East Bay extended area and in 
most of the exchanges throughout the 
state outside of the extended areas be 
granted, but that in view of the record 
to date it would be inequitable to ad- 
just rates as proposed by the com- 
pany or to use a uniform state-wide 
surcharge. 

As related to the San Francisco- 
East Bay exchange, we believe an in- 
crease in general of 25 cents a station 
a month for zone service and a reduc- 
tion in interzone initial period from 
five to three minutes with a corre- 
sponding overtime adjustment are rea- 
sonable. 

The rates sought by applicant as to 
the smaller exchanges throughout the 
state are, in many instances, found to 
be justified, but in view of the cost 
studies presented, we are of the opin- 
ion that present rate levels in Sacra- 
mento, Fresno, and Stockton should 
not be disturbed in this interim order, 
and that lesser increases than those 
sought by applicant in many cities are 
justified. 





® Exhibit 157 covered outside exchanges 
and other adjustments are based on testimony 


in the record as to probable reallocations to ex- 
tended areas. 
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Therefore, for the purpose of this 
third interim order, increases will be 


Company Stations Business Flat Rate 


as of 12-31-46 1-Pty 


50,001-100,000 


Company Stations 
as of 12-31-46 


50,001-100,000 


Above rates, except Farmer Line, apply to hand or desk set stations. 


are 25 cents less. 
day basis. 

This level will be carried into the 
local rate schedules of the San Fran- 
cisco-East Bay extended area and ap- 
propriate extended service rates will 
be fixed. Since the residence rates in 
this extended area were not increased 
by the first interim order, rather sub- 
stantial increases in residence rates ap- 
pear at this time in Marin county, on 
the Peninsula, and other areas in the 
extended area. For the exchanges 
outside extended areas, the increases 
in the present order are smaller in 
amount because of the increases au- 
thorized effective July 6th, although 
increases in individual exchanges vary 
because the classification of company 
stations, as of December 31, 1946, 
takes into account varying degrees of 
growth since the classification in 1919, 
while under Federal control. It should 
be noted that many of the rates of 
these exchanges have never been ad- 
justed previously by the Commission. 





8 Does not apply to exchanges within the Los 
Angeles, San Diego, or San Francisco-East 
Bay extended areas. 
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based on a new schedule® set forth in 
the following tabulations: 


Residence Flat Rate 
1-Pty 2-Pty 4-Pty 
$3.00 $2.25 

3.25 2.25 
2. 4 


Semi- 
public 
ms 1 . 


8 
20 
21 
22% 
22% 


Suburban 
Business Residence 


2-Pty 

$3.75 
4.00 
4.25 
4.75 
5.25 


5.75 
6.50 


Farmer Line 
Business Residence 


$0.50 


“— 


1 0 
1.25 
1.50 
1.75 
2.00 


70 


90 
1.00 
Wall set rates 


All rates are on a monthly basis, except coin-box service which is on a per 


In the toll schedule, night and Sun- 
day station rates are comparatively 
low for rate distances over 65 miles 
and it appears to the Commission that 
an increase in the initial period rates 
by from 5 cents to 20 cents, with ap- 
propriate adjustments in overtime 
rates, between 65 and 330 miles in 
this classification in the amount of 
$1,917,000 will be reasonable at this 
time. 

These four adjustments will then 
total about $6,460,000 as follows: 


Increases in exchange rates in ex- 
changes outside of the extended 
areas 

Increases in exchange rates in the 
San Francisco-East Bay extended 
area 

Increases in night and Sunday sta- 
tion toll rates between 65 and 330 
miles 

Decrease time period—lInterzone 


$1,412,000 


2,222,000 


1,917,000 


It will be understood that the pro- 
ceeding has not as yet been completed, 
and that the Commission is not nec- 
essarily accepting and using figures 
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quoted herein except for the purpose 
of this interim order. Further treat- 
ment of these and all other rate 
changes sought will be reserved for 
later consideration in this proceeding. 

We have considered the motion of 
the city of Los Angeles that the pre- 
vious interim orders with respect to 
the Los Angeles extended area charges 
be set aside, but believe that under all 
the circumstances this motion should 
be denied without prejudice. 

From the facts recited herein, how- 
ever, the Commission is of the opin- 
ion and finds that the applicant here- 
in is in need of the interim relief 
sought. This relief is necessary in 
order to maintain applicant in a rea- 
sonably sound financial condition. 
Accordingly, it follows that such relief 
should be made effective as soon as 
possible. Therefore, we find that the 
public interest requires that this deci- 
sion become effective ten days from 
the date hereof. Applicant will be au- 
thorized to file its tariffs reflecting the 
increase in rates granted herein and 
to make the same effective upon one 
day’s notice to the Commission and 
to the public. 

We recommend the following form 
of order: 


Third Interim Order 


The Pacific Telephone and Tele- 
graph Company having made a motion 
requesting authority to place into ef- 
fect increased rates on an emergency 
basis, and it appearing from the show- 
ing made in the record so far in this 


proceeding and the Commission here- 
by finding that the increases ordered 
herein are justified and should be au- 
thorized ; therefore, 

It is ordered that The Pacific Tele- 
phone and Telegraph Company is 
hereby authorized to file and publish, 
in accordance with General Order No. 
96, the schedule of rates and conditions 
set forth in Exhibit A attached hereto 
and, after not less than one day’s no- 
tice to the Commission and to the pub- 


' lic, make said rates and conditions ef- 


fective by billing periods on and after 
January 1, 1948, for bills covering 
service furnished on and after Jan- 
uary 1, 1948, except rates and condi- 
tions applicable to message toll tele- 
phone service and interzone message 
service, which may be made effective 
on January 1, 1948. 

It is further ordered that the motion 
of the city of Los Angeles to rescind 
and set aside prior interim orders in 
this proceeding in so far as such or- 
ders pertain to the Los Angeles ex- 
tended area be and it is hereby denied 
without prejudice. . 

It is further ordered that Applica- 
tion No. 28211 is continued to permit 
the holding of such further hearings 
and receipt of such additional evi- 
dence as may be deemed appropriate 
before final determination of said ap- 
plication is made. 

The foregoing opinion and order 
are hereby approved and ordered filed 
as the opinion and order of the Public 
Utilities Commission of the state of 
California. 
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DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Re Chesapeake & Potomac Telephone 
Company 


PUC No. 1812/38, Formal Case No. 370, Order No. 3295 
December 22, 1947 


PPLICATION of telephone company for authority to increase 
d \ rates ; approved. 


Valuation, § 409 — Evidence — Average net investment — Relevancy. 
1. Evidence relative to the average net investment (book cost less deprecia- 
tion reserve plus materials and supplies) is pertinent in a consideration of 
an application for a rate increase, p. 14, 


Valuation, § 36 — Rate base — Average net investment. 
2. The average net investment of a telephone company seeking a rate in- 


crease was held to constitute a fair and reasonable basis for testing the 
adequacy of its earnings and the need for a rate increase, p. 15. 


Expenses, § 87 — Payments to parent company — Tax liability — Allocation to 
local telephone company. 
3. That portion of the Federal income tax liability of a nation-wide tele- 
phone company which is allocated to a local subsidiary is not a cost of 
service to the local company where a substantial part of the liability arises 
from the interest and dividend income received by the parent company 
. from its subsidiaries, p. 18. 


Expenses, § 87 — Payments to parent company. 
4. A local subsidiary of a nation-wide telephone company should pay the 
parent company no more than the actual cost of services rendered to it by 
the parent company, excluding costs related to the parent’s holding com- 
pany functions, p. 18. 

Expenses, § 49 — Payment to pension fund — Deductibility. 
5. A payment by a telephone corporation into its pension fund of the 
amount which would eliminate the necessity for an accrual to prevent the 
growth of the unfunded actuarial reserve requirement, although technically 
applicable to other than the current period, should be allowed as a deductible 
expense, p. 19. 

Return, § 1 — Determination — Adjustments to account for strikes. 
6. Operating results of a telephone company during a 12-month period 
just past, when considered for the purpose of determining the company’s 
return, must be adjusted to reflect distortions in operations brought about 
by a telephone strike, p. 20. 

Return, § 111 — Telephone utility. 
7. A telephone company’s return of 2.65 per cent on its property used and 
useful for the rendition of telephone service was not considered fair and 
adequate, p. 20. 
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Service, § 454 — Telephone — Party-line business service. 
8. Rendering of 2-party business service to a very small number of sub- 
scribers is an uneconomical use of telephone plant where a better type of 
service by individual line can be rendered the subscriber with small addi- 


tional charge, p. 22. 


By the CoMMISSION : 


Nature of Proceeding 

The Chesapeake and Potomac Tele- 
phone Company, under date of Sep- 
tember 29, 1947, filed an application 
requesting that this Commission, after 
hearing and upon consideration, find 
and determine that the rates proposed 
by the company and made a part of its 
application are neither unjust nor in 
excess of reasonable rates; and that 
the Commission authorize the com- 
pany to put such rates into effect at 
the earliest practicable date. 

On September 30, 1947, this Com- 
mission issued its notice of public hear- 
ing to be held on the application on Oc- 
tober 20, 1947. 

In addition to the appearance of 
people’s counsel, the United States of 
America, through its Treasury De- 
partment, Bureau of Federal Supply 
and The Washington Industrial Union 
Council were permitted to intervene. 
Appearance was noted for the Federa- 
tion of Citizens’ Associations. 

Formal public hearings were held 
on October 20, December 9, and De- 
cember 10, 1947, 


Reasons for Company's Request 

The application filed by the company 
cites a number of reasons in support 
of its request for increased rates. The 
principal reasons may be summarized 
as follows : 

Despite a sharp rise in the number 
of telephones in the District of Colum- 
bia and in the total operating revenues 


received by the company, during the 
period from 1939 to 1946, inclusive, 
coupled with a substantial increase in 
the net investment in property, the 
company states that the result im re- 
cent months has been that it has earned 
less than a reasonable return upon the 
value of its property used and useful 
in rendering telephone service. 

The company further states that the 
recent drastic decline in its earnings, 
despite the sharp rise in its revenues, 
has resulted from the large increase in 
its operating expenses. This increase, 
according to the company, is primarily 
due to the rise in labor expenses. The 
elements of revenues and operating ex- 
penses will be explored more fully in 
later sections of this opinion. 

With respect to capital expendi- 
tures, the company states that it is 
spending approximately $14,500,000 
for plant additions in 1947, and that 
its total construction requirements in 
the 5-year period 1947-1951 are ex- 
pected to aggregate approximately 
$70,000,000. Thus, the company 
says, at a time when it is facing the 
largest capital expenditures in its his- 
tory, it is earning less than a reason- 
able return upon its present investment 
in plant. Under these circumstances 
it contends that the present rates are 
inadequate and it is therefore impera- 
tive that the company seek immediate 
relief through the approval by the 
Commission of the proposed new rates, 
which are calculated to produce addi- 
tional annual gross revenues of $2,- 
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000,000, or additional net earnings of 
$1,123,000. 


Results of Operations—1939 to 1946 
The following tabulation summar- 
izes the results of operations, per the 


books of the company, for the years 
1939 to 1946, inclusive. These fig- 
ures are based on total company op- 
erations, both interstate and _intra- 
state: 


Results of Operations 


Operating 
Expenses 


$8,651,280 


11,769,021 
16,492,382 
17,905,431 
18,363,615 
19,891,669 
22,309,614 


Operating 
Revenues 

$12,205,833 

13,316,654 
86 


(a) Rate Base 

[1] The company expressed the 
hope that it would not be necessary for 
the Commission to make the usual 
findings of a rate base or a rate of re- 
turn thereon. In lieu thereof, the 
Commission was requested to find and 
determine that the new rates proposed 
by the company are neither unjust as 
to its customers, nor in excess of rea- 
sonable rates. 

However, the company introduced 
a considerable amount of testimony 
relative to its average investment-net, 
which it described as the book cost of 
plant less the depreciation reserve, 
plus materials and supplies. Consid- 
eration of these data is certainly per- 
tinent in any decision which the Com- 
mission might make on the present ap- 
plication. 

The average net investment in plant 
in 1939 amounted to about $36,100,- 
000. For the year 1946 this average 
investment had increased to approxi- 
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$1,251,668 


Net 
Operating 
Income 


Other Net 
Charges Earnings 


$2,302,885 ($33,090) $2,335,975 
2,456,215 (75,647) 531,862 
2,555,224 6,639 2,548,585 
2,893,655 960 2,892,695 
3,323,079 97,499 3,225,580 
3,149,001 84,158 3,064,843 
5,010,407 3,196,236 95,584 3,100,652 
3,584,917 3,551,896 49,582 3,502,314 
mately $57,300,000, or an increase of 
about 59 per cent. 

It is a matter of record that the ac- 
counting for the plant investment of 
the company is in accordance with the 
original cost provisions of the system 
of accounts prescribed by the Federal 
Communications Commission and by 
this Commission. 

The following tabulation presents 
data pertaining to the rate base, net 
earnings, and percentage of net earn- 
ings to the depreciated rate base, for 
the years 1939 to 1946, inclusive. It 
is pertinent to point out that the total 
telephone plant reflects the average of 
the monthly averages for each year. 
This account includes telephone plant 
under construction and property held 
for future telephone use, as well as 
telephone plant in service. It is of fur- 
ther interest that no provision for cash 
working capital has been included in 
the rate base. 


Operating 
Taxes 


1,419,653 
1,506,622 
2,110,206 
3,829,399 
4,331,901 
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Total Materials : Average 
Telephone and Depreciation Investment- 
Plant Supplies Reserve Net 
$47,196,781 $11,499,731 $36,105,417 
51,114,688 12,148,201 39,377,903 

60,206,545 12,553,711 , 

73,041,471 12,653,914 61,132,747 
14,931,142 62,356,323 
18,023,261 60,111,411 3,064,843 
20,799,841 57,447,335 3,100,652 
23,755,605 57,268,501 3,502,314 


$2,335,975 


2.548,585 
2892,695 
3,225,580 


[2] For the purposes of this pro- 
ceeding, the Commission concludes 
and finds that the average net invest- 
ment constitutes a fair and reasonable 
base for testing the adequacy of the 
company’s earnings and the necessity 
for any rate adjustment. 


(b) Operating Revenues 
Exhibits introduced by the company 
reflect an increase in operating rev- 


Local Service Revenues 

Toll Service Revenues 

Miscellaneous Operating Revenues 
Less—Uncollectible Operating Revenues 


Total Operating Revenues 


Considerable emphasis was placed 
by the company upon the very impor- 
tant bearing which its interstate opera- 
tions have on its financial situation. 
The growth in toll service revenues 
from $973,668 in 1939 to the amount 
of $9,872,689 during the year 1946, 
or an increase of 914 per cent, is re- 
flected on Exhibit No. 9 introduced by 
the company. During the same period, 
toll messages increased from 3,269,- 
398 to 9,164,137, or an increase of 180 
per cent. The reasons for and the sig- 
nificance of the phenomenal growth in 
toll message revenues was the subject 
of extensive testimony and cross-ex- 
amination. 


The trend of toll message revenues 
from 1939 to date, as traced by com- 


enues from $12,205,833 in 1939 to 
$29,446,427 during the year 1946, or 
an increase of 141 per cent. These 
figures represent all the revenues re- 
ceived by the company for all of its 
services. A breakdown by classes of 
revenues for each of the years men- 
tioned, with the percentage of increase 
shown in each class, is presented be- 


% Increase 





$12,205,833 $29,446,427 


pany witness, may be summarized as 
follows : 

From 1939 to 1941, both the num- 
ber of toll messages and the revenues 
received therefrom increased moder- 
ately and in roughly the same propor- 
tions. In 1942 and 1943 the volume 
of toll messages increased rapidly be- 
cause of wartime expansion. How- 
ever, during the same years, toll rev- 
enues showed a much more rapid 
growth, which was explained in the 
following manner. Up to the year 
1942, long-distance revenues were di- 
vided between the participating Bell 
Companies on what was termed a com- 
mission basis of settlement. During 
1942, the basis of dividing these rev- 
enues was changed to one which took 
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into consideration the current cost of 
operation of the company. The effect 
of this change in 1942 was to increase 
the toll revenues nearly 150 per cent, 
as contrasted with an increase of 50 
per cent in the message volume. 

In both 1945 and 1946, although 
the number of toll messages was de- 
clining, the toll revenues continued to 
increase. This was due to further 
changes in the settlement arrange- 
ments which were effective in Decem- 
ber, 1944, and in February, 1946. The 
latter change, though effective in Feb- 
ruary, was not accounted for until De- 
cember, 1946, due to delays necessary 
to prepare studies, resulting in a sub- 
stantial retroactive adjustment in De- 
cember of that year. 

The record contains testimony to 
the effect that toll service revenues 
have finally turned downward in the 
year 1947, 

In summarization, the company ex- 
plained that the changes in arrange- 
ments for apportioning toll revenues 
have provided the company with the 
means whereby it could offset the ris- 
ing costs associated with its interstate 
business, and have been an important 
factor in maintaining the financial sol- 
vency of the company during the pe- 
riod under discussion. 

From a comparison of the percent- 
age increase in toll messages with the 
percentage increase in the toll service 
revenues of the company in 1946 over 
1939, it is obvious that if the present 
division is proper the division in 1939 
was inadequate in so far as this com- 
pany is concerned. The Commission’s 
witness testified that the application of 
the 1946 revenue per message to 1939 
messages would substantially increase 
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the amount of toll revenue that this 
company would have received in 1939, 
This computation, while only a rough 
approximation, clearly indicates the 
substantial effect that the allocation of 
toll revenues exercises upon the total 
income of the company as well as upon 
its intra-District income. Generally 
the methods used by the company ap- 
pear to be in conformity with the latest 
recommendations of the National As- 
sociation of Railroad and Utilities 
Commissioners—Federal Communica- 
tions Staff Committee on Telephone 
Regulatory Problems. There is no as- 
surance, however, that other studies 
of this most intricate and difficult prob- 
lem might not indicate the necessity 
for further changes which might affect 
substantially the portion of toll rev- 
enues assigned to this company. From 
the record before the Commission it 
appears that the amount of toll rev- 
enues reflected on the books of the 
company in more recent periods is as 
reasonably accurate as could be ex- 
pected under the circumstances, but 
the Commission believes that in any 
future proceeding involving rates sub- 
ject to the jurisdiction of this Com- 
mission a more accurate separation of 
revenues, as well as expenses and in- 
vestment between the interstate and 
intra-District operations of the com- 
pany, premised on local rather than 
national studies, may be necessary. 


(c) Operating Expenses 

The record shows that operating ex- 
penses, exclusive of taxes, amounted 
to $8,651,280 during 1939, and that 
they increased steadily every year un- 
til they reached the sum of $22,309,- 
614 for the calendar year 1946, an in- 
crease of 158 per cent. 
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A comparative breakdown in op- 
erating expenses for the years 1939 


Current Maintenance 

Depreciation 

Trafic Expenses 

Commercial Expenses 

Operating Rents 

General Office Expenses 

Pension Accruals and Employees’ Benefits 
General Services and Licenses 

Other General Expenses 

Less—Expenses Charged Construction 


During this same period, total labor 
expenses increased from about $5,- 
500,000 to almost $16,500,000, an in- 
crease of 201 per cent. The number 
of employees rose from 3,584 in 1939 
to 6,622 in 1946, an increase of 85 per 
cent. It was testified by the company 
that the relatively greater increase in 
labor expenses than in the number of 
employees was due to general wage in- 
creases more than to growth in the size 
of the business. 

The item of Pension Accruals and 
Employees’ Benefits deserves special 
consideration. It will be noted that 
this particular item increased from 
$198,557 for the year 1939 to $1,160,- 
225 in 1946, or 484 per cent. Testi- 
mony submitted by the company indi- 
cates that this very substantial in- 
crease was caused by two factors; 
namely, a rapid growth in the pay roll 
on which pension. accruals and benefit 
payments are based, and an increase in 
the actuarial rate of the pension ac- 
cruals. This rate has increased over 
the period to reflect changes in experi- 
ence, reductions in the interest rate 
used in the actuarial computations, and 
certain liberalizations in the plan, prin- 
cipally the increase in the minimum 
pension to $50 per month. 


[2] 


and 1946 is given below: 





$8,651,280 $22,309,614 


Another item of peculiar interest is 
that of General Services and Licenses, 
which increased from $170,639 in 
1939 to $409,158 in 1946, or 140 per 
cent. This item relates to payments 
made to the American Telephone and 
Telegraph Company, the parent of the 
applicant, under the license contract 
existing between the two parties, at the 
rate of 14 per cent of gross revenues 
of the company, and is discussed in 
greater detail hereinafter. 


General Services and Licenses 

This item relates to payments made 
by the company to the American Tele- 
phone and Telegraph Company 
(American Company) pursuant to the 
provisions of a contract covering serv- 
ices, licenses, and privileges, common- 
ly known as the “license contract.” 

The company introduced a consid- 
erable amount of testimony with re- 
spect to this item. The principal points 
of interest as contained in the record 
are summarized below. 

The license contract covers the li- 
censing arrangement whereby the li- 
censees, of whom the company is one, 
are granted the rights to use tele- 
phones, apparatus, and equipment, 
which are covered by patents currently 
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or hereafter owned or controlled by 
the American Company, or for which 
it may have the right to authorize the 
licensee companies to use. 

The American Company is required 
under this contract to prosecute con- 
tinuously the fundamental work of re- 
search, which obligation it fulfils 
through its subsidiary, the Bell Tele- 
phone Laboratories. 

The American Company also is re- 
quired to make and maintain adequate 
arrangements for the manufacture of 
telephone apparatus, equipment, etc., 
which embody the patents of the Amer- 
ican Company, and whereby the li- 
censee companies may purchase such 
equipment at prices which shall be rea- 
sonable and not higher than the lowest 
prices charged by the manufacturer to 
those under similar circumstances, 
which obligation it fulfils through its 
subsidiary, the Western Electric Com- 
pany. 

The American Company also is re- 
quired to give advice and assistance in 
all phases of the construction, opera- 
tion, and maintenance of the telephone 
plants of the licensee companies, which 
it fulfils through the general depart- 
ment. 

The American Company also is re- 
quired to maintain continuously prop- 
er connections between the telephone 
systems of all of the licensees, which 
obligation it fulfils through its long 
lines department. 

As compensation for the services 
rendered to the company by the gen- 
eral department of the American 
Company, including the research and 
fundamental development performed 
by the Bell Telephone Laboratories for 
the American Company, the license 
contract provides currently that the 
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company shall pay a sum equal to 1} 
per cent ofeits gross revenues. 

The witness for the company intro- 
duced detailed evidence with respect to 
expenses incurred, and capital em. 
ployed, by the general department of 
the American Telephone and Tele. 
graph Company in rendering license 
contract services. The general pur- 
port of this testimony appeared to be 
to prove that the local company re- 
ceives all the services provided by the 
license contract at a cost less than the 
amount for which it would be billed if 
it were assessed its proportionate share 
of all the expenses incurred by the gen- 
eral department of the American Com- 
pany in rendering such services. For 
example, Exhibit No. 25 indicates that 
for the year 1946 the company paid 
for license contract services the sum of 
$409,158. However, that portion of 
the total expenses of the general de- 
partment allocated to the company 
amounted to $452,440, before any con- 
sideration of a return on the capital 
employed in rendering service. 

[3,4] This latter amount was de- 
termined entirely by the application of 
various allocation factors to the ex- 
penses of the general department of the 
American Company. Included in the 
amount of expenses allocated to the lo- 
cal company is an item of $83,992 for 
Federal income taxes which, in turn, 
is a portion of the total Federal income 
tax liability of the American Company. 
A substantial part of this tax liability 
arises from the interest and dividend 
income received by the American 
Company from its subsidiaries. This 
obviously is not a cost of rendering 
service to the local company. There 
are other items of expense included in 
the allocated amount of $452,440 that 
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are also of doubtful character in so far 
as being a cost of rendering license con- 
tract services. Generally speaking, 
the Commission is of the opinion that 
the local company should pay the 
American Company no more than the 
actual cost of the services rendered by 
the American Company, and that such 
cost should not include any cost of the 
general department of the American 
Company related to its holding com- 
pany functions. However, it is not 
necessary for the Commission to de- 
termine the extent by which the costs, 
as allocated by the company, are over- 
stated, by reason of the fact that the 
record contains a computation by 
Commission witness which shows that 
even if the entire amount paid for li- 
cense contract services, plus pension 
accruals charged income, were elimi- 
nated, the rate of return earned would 
be increased from 2.65 per cent to only 
3.42 per cent. 


Pension Accruals Charged Income 

[5] This item, which is reported by 
the company as a deduction from net 
operating income, was explained by 
the company witness in the following 
manner : 

It is a part of the total pension costs 
of the company. The portion now re- 
ferred to is charged to Account 323, 
Miscellaneous Income Charges, as a 
result of a ruling by the Federal Com- 
munications Commission, which dealt 
with the technical accounting classifi- 
cation and did not challenge the neces- 
sity of the payments. 

The pension plan of the company 
was adopted in 1913 because of the 
need for an orderly plan of dealing 
with superannuation which was then 
becoming apparent. For a number of 


years, the plan was on a pay-as-you-go 
basis, and pensions were charged to ex- 
pense in the year paid. During this 
earlier period, no advance provision 
was made in expenses for future pen- 
sions, and no pension trust fund was 
established. 

In 1927, the company took the in- 
itial step to put its pension program on 
an accrual basis. At that time a pen- 
sion trust fund was established, and 
the accrual method was adopted for ac- 
counting for pension costs, making use 
of actuarial studies for determining an- 
nual amounts charged to expense. The 
final step for conversion of the pension 
plan to a full accrual basis was taken 
in 1941 and involved increasing the 
annual accrual rate sufficiently to pre- 
vent what is technically known as the 
“Unfunded Actuarial Reserve Re- 
quirement” from growing. 

The company witness further testi- 
fied that what the company has done 
is to convert gradually from a pay-as- 
you-go plan to an accrual plan, based 
on actuarial methods. To accomplish 
this end, it has been necessary to take 
several intermediate steps. The pres- 
ent charge is related to the final step 
taken in 1941, and, in the opinion of 
the company witness, is essential to 
maintaining the integrity of the pen- 
sion fund. 

The company’s witness admitted up- 
on cross-examination, however, that 
the step taken in 1941 in converting 
from a pay-as-you-go basis to an ac- 
crual basis is in fact not final. The 
final step would be an addition to the 
pension fund itself which would elim- 
inate the necessity for an accrual to 
prevent the growth of the unfunded 
actuarial reserve requirement. 

The Commission finds that this cost, 
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even though technically it applies to 
other than the current period, should 
be allowed as a deductible expense in 
determining the return earned for rate- 
making purposes. 


Current Operating Results 

[6] In*support of its application, 
the company submitted data reflecting 
the results of operations, per books, for 
the twelve months ended September 
30, 1947, and also for periods of nine 
months, six months, and three months, 
ending in September. The exhibit (No. 
10) presents evidence of a situation 
which is becoming progressively more 
critical. For example, the percentage 
of net earnings to average net invest- 
ment, or what may be considered as 
the rate of return earned, decreased 
from 4.85 per cent for the twelve- 
months’ period to 3.95 per cent for the 


1. Actual Net Earnings 


nine-months’ period; to 3.40 per cent 
for the six-months’ period, and to 2.37 
per cent for the three-months’ period 
ended September 30, 1947. All per- 
centages are stated on an annual basis, 
The foregoing figures relate to the to- 
tal operations of the company, both in- 
terstate and intrastate. If only the in- 
trastate operations are considered, the 
comparable rates of return earned be- 
come 3.87 per cent, 3.59 per cent, 3.35 
per cent, and 1.87 per cent for the re- 
spective periods. 

In further support of its petition, the 
company submitted data with respect 
to the results of operations for the 
twelve-months’ ended September 30, 
1947, adjusted to reflect current op- 
erating conditions. These data are 
summarized in the following tabula- 


Total Company Intrastate 


$2,984,029 $2,060,251 


Adjustments to Reflect Current Operating Conditions: 


2. Deduct—Strike Period (April and May, 1947) 

3. Exclude—Portion of December, 1946, Adjustment of Division 
of Revenue Settlement which was Applicable to Prior Months 

4, Adjustment of Period from October, 1946, to March, 1947, for 
May, 1947, General Wage Increase 

5. Adjustment of Period from October, 1946, to June, 1947 (excl. 
April and May), for July 1, 1947, Changes in Division of 
Revenues Methods 


— 548,085 — 550,686 
— 326,257 _ 
— 295,700 — 230,000 


120,600 161,800 





6. Net Earnings Adjusted to Current Operating Conditions—10 


Months ended September 30, 1947, excl. April and May $1,934,587 $1,441,365 


7. Adjusted Net Earnings—Annual Basis 


Average Investment—Net 


% Adjusted Net Earnings to Average Investment-Net 


The purpose of the foregoing state- 
ment, according to company witness, 
is to exclude abnormalities from a con- 
sideration of current operating results. 
As the period under discussion, name- 
ly, the twelve months ended September 
30, 1947, included the telephone strike, 
which tended to distort the company’s 
operations, the results for the two 
months during which the strike was in 
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2,321,504 


$61,584,606 $52,975,881 
3.77% 3.26% 
progress have been eliminated. Fur- 
ther, abnormal adjustments of income 
for changes in the methods of dividing 
interstate revenues have been reflected 
for the periods affected, and retroac- 
tive adjustments of this nature have 
been excluded. The effect of the gen- 
eral wage increase granted to em- 
ployees in May, 1947, is also reflected. 
[7] The Commission’s witness tes- 


1,729,658 
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tified that an examination of the com- 
pany’s books and records and a review 
of the exhibits introduced by the com- 
pany’s witnesses indicated that the 
company had closely followed the rate- 
making principles approved by this 
Commission in more recent cases in ar- 
riving at the rates of return earned. 
He pointed out, however, the substan- 
tial effect that the separation proce- 
dure exercises over both the total re- 
turn of the company and the intrastate 
return. He also testified that the rate 
of return earned during the 4-month 
period ended October 31, 1947, on the 
over-all operations of the company 
amounted to 2.65 per cent on an annual 
basis. This period, he testified, was 
selected by reason of the fact that there 
were no substantial changes in revenue 
or expense levels, and that only minor 
adjustments were necessary to reflect 
the current earnings position of the 
company in relation to investment or 
rate base. 

He further testified that a study on 
the question of a fair rate of return for 
this company was not made by reason 
of the results of his study of rate of re- 
turn earned. 

Upon consideration of all the facts 


1, Service Connection Charges 
Sear Switchboards and Equipment 


esidence Main Stations and P.B.X. Trunks 


of record, the Commission finds that 
the return currently being earned by 
the company is less than a fair return 
upon its property used and useful for 
the rendition of telephone service with- 
in the District of Columbia. 


Proposed Rate Increase 

The record contains testimony to the 
effect that, when the company deter- 
mined the amount of additional gross 
revenue for which it would request ap- 
proval, existing rate schedules were 
carefully and completely reviewed for 
the purpose of distributing the pro- 
posed rate increase fairly among the 
company’s subscribers through equi- 
table modifications of such existing 
schedules. 


The proposed new rates, according 
to company witness, contemplate se- 
curing approximately $2,000,000 in 
additional annual exchange revenue. 
Of this amount, approximately $1,- 
300,000 will come from main station 
services, both business and residence, 
and the remaining $700,000 from sup- 
plemental or auxiliary services and 
service connection charges. 


A summary of the proposed rate 
changes follows: 


Annual Increase 
Residence 
$38,000 
4,000 
749,000 


Business 


4, One Listing for each Main Station and P.B.X. 


System 


5. Business Main Stations and First P.B.X. Trunks .. 
6. Wiring Plans—Introduce Key Feature Rates 


7. Auxiliary and Supplementary Equipment 
8. Messages through Interdepartmental Board 


BOE csseces pesscciecenneeeanetenes 


Some of the proposed changes which 
are of particular significance are com- 
pared with present rates or charges im- 
mediately below. 


coccee $1,209,000 


10,000 
5,000 
3,000 





$2,018,000 


$809,000 


Charges for service connections, and 
for moves and changes of instruments, 
for instruments not in place, would be 
increased for a business main station 
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from $3.50 to $5; and for a residence 
main station from $2.50 to $3.50. 

The changes proposed for individual 
message rate business service would be 
from $5.50, with 110 messages for the 
first trunk, to $6, with 100 messages, 
plus certain other changes in the sched- 
ule for additional messages. 

With residence service, the proposal 
involves an increase from $4.20 to 
$4.75 for the individual unlimited 
service, or an increase of 55 cents 
per month; and an increase from 
$3.50 to $4 for the 2-party unlimited 
service. 

In the private branch exchange and 
switching systems there are numerous 
changes, all of which are set forth in 
the comparison of present and pro- 
posed rates attached to this opinion as 
Appendix A. [Appendix A omitted 
herein. 

The proposed schedules contain no 
substantial departures from existing 
schedules except the withdrawal of the 
2-party business message service, the 
withdrawal of residence message rate 
private branch exchange trunk, the 
withdrawal of residence auxiliary line 
service and a change in the basis for 
charges for directory listing. 

[8] The users of the 2-party busi- 
ness message service have declined in 
recent years from 400 to 200 subscrib- 
ers, and the Commission is informed 
there have been no recent applications 
for this type of service. A better type 
of service can be rendered by individ- 
ual line service at only 50 cents more 
per month with ten additional mes- 
sage units, without additional charge. 
The little use of this type of service 
is an uneconomical use of telephone 
plant. 

There are no customers using the 
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residence message rate private branch 
exchange service, although it has been 
available for many years. 

The company’s witness testified that 
its experience shows that where there 
are two or more central office lines, the 
use of the auxiliary line is as great as 
that of the first and that there is no jus. 
tification for offering the auxiliary line 
at a lower rate than that for the first 
line. 

The proposed change in the basis of 
charging for directory listings does 
not increase the charge per listing but 
decreases the number of listings pro- 
vided without additional charge. This 
means no change to the residence party 
line customer. For the business and 
residence individual line customers, it 
involves a decrease in listings provided 
without additional charge from three 
to one and two to one, respectively. 
For each station off-premise from a 
private branch exchange system, a free 
listing has been provided in the past, 
but in the future this will be charged 
for at the regular additional listing 
rate. 

The company’s testimony is that in 
addition to the increase in certain ex- 
change rates and certain service 
charges to raise needed additional rev- 
enue, the proposed schedules have been 
modified in some particulars to sim- 
plify the schedules and to make avail- 
able to subscribers service that ex- 
perience has demonstrated to more 
nearly meet telephone subscriber re- 
quirements. 

The company estimated the effect of 
the proposed rate increase, as applied 
to the actual results of intrastate op- 
erations, for the twelve months ended 
September 30, 1947, as shown in the 
table below: 


Coc om aM FEES 
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1, Actual Net ings 
2. Gross Effect of Proposed Rate Increase 


3, Less—General Services and Licenses (14% of Line 2) 
4, Less—D. C. Gross Receipts Tax (4% of Line 2) 


5, Net Increase Subject to D. C. Net Income Tax 


6, Less—D. 


C. Net Income Tax (5% of Line 5) 


7. Net Increase Subject to Federal Income Tax 
8, Less—Federal Net Income Tax (38% of Line 7) 


9, Net Earnings Effect of Proposed Increase 


1,123,229 


10. Net Earnings for 12 Months Ended ‘September 30, 1947, including Effect of 


Proposed Increase 
11, Average Investment-Net 


12. % Net Earnings Under Proposed Rates to Average Investment-Net 


After adjusting net earnings for the 
twelve months ending September 30, 
1947, to a current level, as heretofore 
explained under the caption “Current 
Operating Results,” the company wit- 
ness then testified that the proposed 
rate increase, when applied to the aver- 
age investment-net, would raise the 
rate of return for total company op- 
erations from 3.77 per cent to 5.59 per 
cent, and the rate of return for intra- 
state operations from 3.26 per cent to 
5.39 per cent. 

The Commission’s witness testified 
that, based upon the return earned on 
total company operations during the 
four months ended October 31, 1947, 
the proposed increase in rates would 
increase the rate earned during that 
period from 2.65 per cent to 4.40 per 
cent on an annual basis. 


$3,183,480 
$53,272,481 
5.98% 


Conclusion 

After a careful consideration of all 
the facts of record, the Commission 
concludes and finds: 

1. That the return currently being 
earned by the company under existing 
rates is less than a fair return on the 
value of its property devoted to the 
rendition of telephone service in the 
District of Columbia. 

2. That, based upon the current lev- 
el of income, the approval of the in- 
crease in rates requested by the com- 
pany will not provide an excessive re- 
turn on the value of the company’s 
property used in rendering telephone 
service. 


3. That the rates proposed by the 
company are just, reasonable, and 
nondiscriminatory. 
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UNITED STATES DISTRICT COURT, D. MINNESOTA, 
FIFTH DIVISION 


Re Eastern Minnesota Power Corporation 
et al. 


Civ. A. No. 844 
74 F Supp 528 
November 8, 1947 


P ETITION for court enforcement of holding company simplifica- 
tion plan which has been approved by Commission; enforce- 
ment of plan ordered. 


Intercorporate relations, § 19.81 — Holding company simplification — Court en- 
forcement of plan. 
1. The sole question for determination by a Federal district court enter- 
taining a petition by the Securities and Exchange Commission for enforce- 
ment of a holding company simplification plan is whether the plan is fair 
and equitable and appropriate to effectuate the provisions of § 11 of the 
Holding Company Act, p. 27. 


Intercorporate relations, § 19.81 — Holding company simplification — Court en- 
forcement of plan — Objections to enforcement. 
2. The Federal district court may not set aside an order approving a hold- 
ing company simplification plan providing for the sale of the physical assets 
of a system company to certain electric codperative associations solely be- 
cause it is feared that the codperatives will not be able to carry out the plan 
as well as some successful and established public utility company, p. 27. 


Intercorporate relations, § 19.81 — Holding company simplification — Court en- 
forcement of plan — Factors considered. 

3. The Federal district court, in entertaining a petition to enforce an ap- 
proved holding company simplification plan providing for the sale of the 
physical assets of one of the system’s companies to certain electric codpera- 
tive associations, may not concern itself with criticism of codperatives based 
on the theory that their alleged tax-free profits and ability to obtain loans 
provide the necessary funds for the sort of expansion permitted by the Com- 
mission’s approval of the plan, p. 27. 


Intercorporate relations, § 19.81 — Holding company simplification — Court en- 
forcement of plan. 
4. The Federal district court, in entertaining a petition to enforce a holding 
company simplification plan, may not exercise any general supervision of 
the Commission, nor may it direct the administrating of the Holding Com- 
pany Act, p. 27. 
Intercorporate relations, § 19.81 — Holding company simplification — Court en- 
forcement of plan. 
5. The duty of the Federal district court, on an application to enforce an 
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order approving a holding company simplification plan, ends if the record 
submitted supports the findings of the Commission by substantial evidence, 
consistent with the authority granted by Congress; and the fact that a con- 
trary conclusion might have been reached by the court, if the Holding Com- 


p. 


APPEARANCES: Roger S. Foster, 
Securities & Exchange Commission, 
of Philadelphia, Simpson, Thacher & 
Bartlett and Marshall A. Jacobs, all 
of New York city, for Eastern Minne- 
sota Power Corporation and Wiscon- 
sin Hydro Electric Co; Harold Le- 
Vander, of South St. Paul, Minn., for 
Rural Power Cooperative Ass’n, 
Anoka County Cooperative Light & 
Power Ass’n, East Central Electric 
Cooperative, and Minnesota Valley 
Electric Cooperative ; Root, Ballantine, 
Harlan, Bushby & Palmer and Philip 
E. Gregg, all of New York city, for 
Commercial Nat. Bank & Trust Co. 
and Arthur Muller, trustees of first 
mortgage bonds of Eastern Minnesota 
Power Corporation; Burry, Ryan & 
Paulson, T. J. Ryan, and L. M. Paul- 
son, all of Milaca, Minn., for nine ob- 
jecting villages ; S. Bernhard Wenner- 
berg, of Center City, Minn., for power 
customers of Center City, Minn.; 
George E. Sausen, of Pine City, Minn. 
for North Pine Electric Cooperative, 
Finlayson, Minn. 


Donovan, DJ.: The Securities 
and Exchange Commission seeks en- 
forcement of a plan pursuant to §§ 11 
(e) and 18(f) of the Public Utility 
Holding Company Act of 1935, 49 
Stat 803, 15 USCA § 79a et seq. This 
proceeding was commenced by the 
Commission at the request of Eastern 
Minnesota Power Corporation, a Min- 
nesota corporation, hereinafter re- 
ferred to as Minnesota. The plan was 


pany Act permitted a hearing de novo, is of no avail to objectors to the plan, 


originally submitted to the Commis- 
sion on March 31, 1942, by Minnesota, 
and Wisconsin Hydro Electric Com- 
pany, a Wisconsin corporation, here- 
inafter referred to as Wisconsin. Said 
plan was amended on May 1, 1943, 
proposing a recapitalization of Min- 
nesota and Wisconsin. Pursuant to 
notice and order of the Commission, 
issued from time to time, hearings 
were held. 


On November 1, 1945, Minnesota 
and Wisconsin petitioned for leave to 
withdraw the plan previously under 
consideration and to file a joint plan as 
of said last date, whereby it was pro- 
posed, among other things, to sell the 
physical assets of Minnesota and to 
apply the proceeds to the payment of 
Minnesota’s outstanding mortgage 
bonds. Pursuant to said last petition 
the Commission, on May 17, 1946, is- 
sued its notice and order relative to 
said joint plan, granting withdrawal 
of the original plan and reconvening 
the hearings. Further amendments to 
the plan were made from time to time, 
up to and including April 9, 1947. 

The “Amended Plan” finally con- 
sidered by the Commission provided, 
among other things, that: 

(a) The physical assets of Min- 
nesota will be sold to certain electric 
coéperative associations in the state of 
Minnesota for a basic price of $1,530,- 
000, subject to certain adjustments. 

(b) From the proceeds of such sale 
the rights and claims of the holders of 
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the first mortgage 54 per cent gold 
bonds of Minnesota will be discharged 
by payment in cash. Such payment 
shall include principal and accrued in- 
terest to the effective date of the 
Amended Plan, but shall not include a 
redemption premium. 

(c) Wisconsin will revise its stock 
capitalization by substituting 132,800 
shares of $12 par value common stock 
in substitution for its presently out- 
standing preferred and common stocks. 
Of said 132,800 shares of new common 
stock, 119,520 shares, or 90 per cent, 
will be distributed to the holders of the 
presently outstanding preferred stock 
in full satisfaction of their existing 
rights and claims, and Minnesota as 
the holder of all of the presently out- 
standing common stock of Wisconsin 
will receive the remaining 13,280 


shares, or 10 per cent, of said new com- 
mon stock. 


(d) Minnesota, after the exchange 
referred to above, and the sale of its 
assets, the discharge of its bonded in- 
debtedness, and the payment of other 
creditors, will distribute its remaining 
assets, consisting of cash and the 13,- 
280 shares of common stock of Wis- 
consin, to its preferred stockholders on 
a pro rata basis. 

On April 30, 1947, the Commission 
issued its notice and order, reconven- 
ing hearings with reference to the 
Amended Plan as modified to date. A 
thorough presentation of all matters 
involved was had at said hearings, fol- 
lowing which, on May 26, 1947, the 
Commission entered its findings, 
opinion and order to the effect that 
the Amended Plan was appropriate to 
effectuate the provisions of § 11(b) of 
the act, and fair and equitable to the 


persons affected thereby, and approv- © 
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ing said Amended Plan and the sale of 
Minnesota’s physical assets to nine 
Minnesota cooperatives. 

On June 10, 1947, on motion of the 
Commission, this court issued an order 
setting July 15, 1947, at Duluth, Min- 
nesota, as the time and place for hear- 
ing the Commission’s application to 
the court for enforcement of said 
Amended Plan as approved by said 
Commission, and for the filing of a 
written statement of objections by all 
interested objectors, and further en- 
joining and restraining any interfer- 
ence with the instant case before the 
Commission and this court pending 
disposition of the application here un- 
der consideration. 

Statements of objections were duly 
filed by certain villages and consumers 
which may be summarized by saying 
that the villages would not consent to 
the assignment of franchises to any co- 
Operative, particularly for the reasons: 
(1) The sale of the physical assets of 
Eastern Minnesota, as proposed by the 
Amended Plan, is contrary to and in 
violation of law; (2) In granting 
franchises to Eastern Minnesota said 
villages did not intend or contemplate 
the assignment of said franchises to a 
cooperative; (3) Ownership of the 
electric properties by codperatives, as 
proposed by the Amended Plan, would 
prevent or hinder future acquisition 
and operation by the municipalities, 
or a public utility, of the properties 
or systems located within such munici- 
palities; (4) The codperatives are 
lacking in capacity to furnish adequate 
and dependable service to the munici- 
palities and inhabitants thereof; (5) 
There is no showing that the codpera- 
tives would or could supply service at 
reasonable rates; and (6) The opin- 
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ion, findings of fact, and order of the 
Commission, purporting to be made 
mrsuant to § 11 (e) does not comply 
with the terms and provisions of said 
section. 

[1-5] The principal objections of 
the consumers were: (1) The coopera- 
tives do not have facilities for furnish- 
ing an adequate and dependable supply 
of energy for the present and future 
power requirements of the power cus- 
tomers; and (2) There is no show- 
ing that the codperatives would or 
ould supply service at reasonable 
rates. 

The court has had the benefit of 
sholarly arguments and briefs by able 
counsel following the hearing of July 
15, 1947, and again on November 7, 
1947. The record and transcript of 
proceedings before the Commission 
was introduced in evidence at the hear- 
ing before the court. 

The sole question for determination 
by the court is whether the Amended 
Plan is “fair and equitable and 
appropriate to effectuate the provisions 
of § 11” of said act. 

The objections are based on appre- 
hension and fear that the purchasing 
codperatives will not be able to carry 
out the plan approved by the Commis- 
sion as well as some successful and es- 
tablished public utility company. The 
points made by the objectors as above 
enumerated do not furnish a sufficient 
basis for interference by this court 
with the findings and order of the 
Commission. 


The court is not unmindful of the 
general criticism of codperatives based 
on the theory that their alleged tax- 
free profits and ability to obtain loans 
such as in the case at bar provide the 
necessary funds for the sort of expan- 


sion permitted by the Commission’s 
approval of the plan we are here con- 
cerned with. But with such criticism 
the court cannot concern itself. The 
personal opinions of individuals and 
the ideologies of persons or groups op- 
posing codperative enterprises as such 
do not enter into the problem here 
presented. The power of the court is 
too limited and circumscribed to set 
aside the findings and order of the 
Commission on the record here con- 
trolling. The court cannot exercise 
any general supervision of the Com- 
mission, nor can it direct the adminis- 
trating of the act. North Miami 


Beach, Florida v. Federal Water & 
Gas Corp. (1945) 62 PUR NS 29, 
151 F2d 420. 

That a contrary conclusion may have 
been reached by the court if the act 
permitted a hearing de novo is of no 


avail to objectors. Nor is the wisdom 
of the conclusion reached by the Com- 
mission of any concern of the court. 
Board of Trade v. United States 
(1942) 314 US 534, 86 L ed 432, 62 
S Ct 366. The duty of the court ends 
if the record submitted in the present 
case is convincing that it supports the 
findings of the Commission by sub- 
stantial evidence, consistent with the 
authority granted by Congress. Na- 
tional Broadcasting Co. v. United 
States (1943) 319 US 190, 87 L ed 
1344, 49 PUR NS 470, 63 S Ct 997. 
The record of the instant case, in my 
opinion, will not permit a finding that 
the Amended Plan was not fair and 
equitable. Massachusetts Mut. Life 
Insurance Co. v. Securities and Ex- 
change Commission (1945) 61 PUR 
NS 308, 151 F2d 424. 


As emphasized by the United States 
Supreme Court in Securities and Ex- 
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change Commission v. Chenery Corp. 
332 US 194, 91 L ed 1995, 69 PUR 
NS 65, 66, 67, 67 S Ct 1575, 1577, 
it is a “fundamental rule of adminis- 
trative law that a reviewing 
court, in dealing with a determination 

which an administrative agen- 
cy alone is authorized to make, must 
judge the propriety of such action sole- 
ly by the grounds invoked by the agen- 
cy. If those grounds are inadequate 
or improper, the court is powerless to 
affirm [or reverse] the administrative 
action by substituting what it consid- 
ers to be a more adequate or proper 
basis. To do so would propel the 
court into the domain which Congress 
has set aside exclusively for the admin- 
istrative agency.” 

It has been suggested, in view of a 
change of front by Minnesota, who has 
indicated a wish to cancel the control- 
ling contract, that the court should 


remand the matter to the Commission 
for a further hearing. In answer 
to that suffice to say that upon being 
advised of Minnesota’s wish in that 
respect the Commission initiated the 
motion here being considered. I can 
see no plausible reason to remand un- 
der the circumstances. It would mere- 
ly cause more delay, and perhaps add 
to the anguish that actuated Minne- 
sota to submit the Amended Plan to 
the Commission. Nor can I agree 
that remanding would be helpful to the 
indenture trustees. The status quo 
can be maintained to the extent of per- 
mitting any appeal contemplated by ap- 
propriate order of the court having ju- 
risdiction. 

The order made herein may be un- 
derstood as constituting the findings, 
conclusions and order of the court. 

All parties aggrieved may have an 
exception. 





FEDERAL POWER COMMISSION 


Re Niagara Falls Power Company 


Project No. 16, Opinion No. 159 
November 17, 1947 


A’ 


PLICATION for amendment of a hydroelectric power project 
license making Federal acquisition of the project subject 


to certain water rights; denied. For earlier Commission deci- 

sions relating to Project No. 16, see (1941) 40 PUR NS 193; 

(1942) 3 FPC 206, 44 PUR NS 291; (1942) 3 FPC 249, 45 
PUR NS 129; (1946) 65 PUR NS 156. 


Water, § 18 — Water rights in navigable streams — Legal title to rights. 


1. An electric corporation having a right to diversion and use of water 
from the Niagara river, a navigable water of the United States and an 
international boundary stream, does not possess any lawful title to the water 
rights since there cannot be private ownership of the waters of a navigable 
river of the United States, p. 30. 
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Water, § 5 — Water rights on navigable stream — Conflicting state and Federal 
authority. 

2. The contention that the right to the diversion and use of water from 
the Niagara river, a navigable river of the United States and an international 
boundary stream, is founded on state law which is allegedly superior to 
Federal authority over the stream, is at variance with court rulings on the 
limitation of state rights and with similar holdings in cases dealing with 
the Federal Power Act, p. 31. 


Water, § 5 — Federal authority — Diversion from navigable stream. 
3. The United States may not only control the actual diversion of water 
from the Niagara river, a navigable water of the United States and an 
international boundary stream, but it also has authority to control the use 
of the water so diverted, since after diversion under Federal authority the 
water does not become subject to state or private control even if used 
contrary to the Federal authorization, p. 31. 


Water, § 18 — Hydroelectric power project license — Preservation of water rights. 
4. The provisions of a hydroelectric power project license that Federal 
government acquisition of the power project under the Federal Power Act 
would be subject to certain water rights are of no legal significance, be- 
cause diversion and use of the water,authorized by the license can be sub- 
ject to no superior private rights, p. 31. 


Water, § 18 — Power project license — Preservation of water rights. 

5. An application by an electric company for amendment of its hydroelectric 
power project license so as to exclude a provision that Federal government 
acquisition of the power project under the Federal Power Act would be 
subject to certain water rights was denied, where approval of the amend- 
ment would be construed as an implied approval of the claim that the 
so-called water rights were in existence, were valuable, and could be pur- 
chased, p. 31. 


¥ 


By the Commission: On February 
17, 1947, the Niagara Falls Power 
Company, which operates a hydroelec- 
tric power project at Niagara Falls, 
New York, by virtue of a license is- 
sued March 2, 1921, under the Fed- 
eral Water Power Act, now a part of 
the Federal Power Act, filed an appli- 
cation, which it supplemented on 
March 20, 1947, for amendment of 
paragraph 13 of its license. The li- 
cense, among other things, authorizes 


the company to divert daily for a pe- 
riod of fifty years 19,725 cubic feet 
per second (c.f.s.) from the Niagara 
river for power purposes.? 

In accordance with the act, the li- 
cense provides for possible acquisi- 
tion of project property by the United 
States at the end of the license period. 
In this connection, paragraph 13 of the 
license states in part: 

“Such taking over of the project 
shall also be subject to the rights, tf 





1 The original license authorized a diversion 
of 19,500 cubic feet per second, a subsequent 
amendment bringing the diversion to 19,725. 
Other amendments to the license authorize 
emergency diversions of 12,500 cubic feet per 


second and a temporary authorization permits 
an additional diversion of 275 cubic feet per 
second, but these have no bearing on the in- 
stant proceeding. 


29 73 PUR NS 





FEDERAL POWER COMMISSION 


any, of Pettebone-Cataract Paper 
Company and Cataract City Milling 
Company to withdraw water at a rate 
not exceeding 265 cubic feet per sec- 
ond from the Hydraulic canal or basin 
of licensee, and to the rights, if any, of 
International Paper Company.” 
(Italics supplied. ) 

The 265 cubic feet per second re- 
ferred to in paragraph 13 are a part 
of the 19,725 cubic feet per second 
which the Niagara Falls Power Com- 
pany is authorized to divert from the 
Niagara river. The licensee seeks to 
eliminate from paragraph 13 of the 
license the language italicized above. 
In explanation of the application, 
the licensee on March 20, 1947, filed 
an amendment in which it stated: 

“It is the purpose of our requested 
amendment of license for project No. 
16, and we hereby so apply, to have 
the license amendment include in the 
project the so-called Pettebone-Cat- 
aract water rights which are to be ac- 
quired from Buffalo Niagara Electric 
Corporation.” 


Hence, approval by the Commission 
of the proposed change would be con- 
strued as an implied approval of the 
claim that the so-called water rights 
are in existence, are valuable, and can 
be purchased. 

In other words, while the form of 
the petition relates only to amendment 
of the license by striking out one of 
the provisions thereof, the substance 
of the petition relates to contemplated 
acquisition of so-called water rights 
which are claimed to be very valuable. 
Accordingly, we shall direct our at- 
tention to the substance rather than to 
the form of the petition. 


The alleged water rights purport to 
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convey the right to take and withdraw 
from the Hydraulic basin of the lj. 
censee and to use 262.6 cubic feet per 
second of water through a head not 
exceeding 100 feet. They were said 
to have originally attached under state 
law to certain parcels of land owned 
by Pettebone-Cataract Paper Compa- 
ny and Cataract City Milling Com- 
pany. Both the lands and other 
properties and the alleged water rights 
were purchased in 1925 by Niagara, 
Lockport and Ontario Power Com- 
pany, an affiliate of licensee. The 
day after the purchase, Niagara, Lock- 
port and Ontario, by an agreement 
dated May 1, 1925, sold the land and 
other physical property to the licensee 
but expressly reserved to itself title 
to the water rights in question. Buf- 
falo Niagara Electric Corporation is 
the successor to Niagara, Lockport 
and Ontario, and is also an affiliate of 
Niagara Falls Power Company. The 
Niagara Falls Power Company, li- 
censee, proposes to acquire the al- 
leged water rights from Buffalo Ni- 
agara Electric Corporation for a cash 
consideration of $728,415.45, which 
is said to be the cost incurred by Ni- 
agara, Lockport and Ontario. Buf- 
falo Niagara holds no authority from 
the United States for the diversion or 
use of any water at Niagara Falls. 


[1] Niagara river is a navigable 
water of the United States and an in- 


ternational boundary stream. In our 
opinion Buffalo Niagara Electric Cor- 
poration does not possess any lawful 
title to the water rights in question 
for the reason that there cannot be 
private ownership of the waters of 
a navigable river of the United States. 
United States v. Chandler-Dunbar 
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Water Power Co. (1913) 229 US 53, 
66,57 L ed 1063, 33 S Ct 667. It is 
yseless to contend that the water can 
be subject to private ownership after 
diversion, but before use by the Niag- 
ara Falls Power Company for power 
purposes, because the water under the 
license can be diverted only for power 
purposes of the licensee and for no 
other purpose. The licensee already 
has the right, under the license, to 
use the 262.6 cubic feet per second 
which is the subject of its petition, 
and it is futile for it to attempt to pur- 
chase that which it already possesses 
to the fullest extent of the law. 

[2] As previously noted, it is con- 
tended that the purported water rights 
are founded on state law which, in this 
instance, is said to be superior to Fed- 
eral authority over the stream. Not 
only is this contention at variance with 


the recognition in the Chandler-Dun- 
bar Case, supra, of the limitations of 
state rights, but it is at variance with 
similar holdings in cases dealing with 
the Federal Power Act. 


The license issued for Project No. 
16 on March 2, 1921, purported, under 
the provisions of § 23 of the act, to 
allow the licensee the fair value of its 
property as of that date upon the as- 
sumption that the company then held 
some continuing right to the diversion 
and use of water from the Niagara 
River. If it did not have such a right 
it was entitled only to a license pro- 
viding that the net investment should 
be based upon the actual legitimate 
original cost of the project. In 1942 
after extended review of the conten- 
tions, the Commission held the com- 
pany was not entitled to a fair value 
license, because, it said, the licensee 


in 1921 actually had no valid out- 
standing Federal authority to divert 
water from the Niagara river and its 
state rights were not sufficient. In 
sustaining the Commission’s disallow- 
ance of fair value the United States 
court of appeals for the second circuit 
on July 29, 1943, referred to the al- 
lotment of water permitted under the 
treaty of 1910 and said: 

“When Congress set up the Com- 
mission with power to issue licenses 
for the ‘utilization of power . 
from . any of the navigable 
waters of the United States’ § 4(d) 
of the act of June 10, 1920, 16 USCA 
§ 797(e), the Commission was vested 
with the distribution of this allotment 
and any rights acquired from the 
state of New York necessarily yielded 
to what it might do.” (Niagara 
Falls Power Co. v. Federal Power 
Commission, 51 PUR NS 40, 45, 137 
F2d 787, 791; cert denied by United 
States Supreme Court [1943] 320 US 
792, 88 L ed 477, 64 S Ct 206; re- 
hearing denied [1943] 320 US 815, 
88 L ed 492, 64 S Ct 261.) 

Again, the Supreme Court said that 
where the Federal government super- 
sedes the state government, there is 
no suggestion in the Federal Power 
Act that the two agencies both shall 
have final authority. In fact, the 
court said several sections of the act 
indicate a contrary policy. First 
Iowa Hydro-Electric Cooperative v. 
Federal Power Commission (1946) 
328 US 152, 168, 90 L ed 1143, 63 
PUR NS 193, 66 S Ct 906. 


[8-5] Some point was made by the 
licensee that the alleged water rights 
attached to the water after it is di- 
verted from the Niagara river, over 
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which the United States admittedly has 
control, and after it is conveyed to the 
Hydraulic basin of the project where 
it becomes subject to private owner- 
ship under state law. This is to sug- 
gest that while the United States may 
control the actual diversion of water 
from the Niagara river, it has no au- 
thority to control the use of the water 
so diverted because after diversion un- 
der Federal authority the water be- 
comes subject to state or private con- 
trol even if used contrary to the Fed- 
eral authorization. 

This argument disregards the na- 
ture of the permission given by the 
United States to make any diversion 
of this navigable stream. Under the 
terms of the license the licensee is 
authorized to divert and use water 
from the Niagara river for power pur- 


poses solely through Project No. 16 
where a head of approximately 210 
feet is provided, or twice the head 
formerly utilized by the paper and 


milling companies. The licensee is 
not authorized to divert water to sell 
to any other user or power developer 
or to supply from its diversion canal 
water claimed under any so-called 
state right. We do not regard the 
authority of the United States as be- 
ing limited in the manner suggested 
by the licensee, nor do we recognize 
that the licensee would comply with 
the terms of the license if it did not 
use all of the diverted water through 
the facilities authorized as composing 
Project No. 16. 

It follows that the above-quoted 
provisions of paragraph 13 of the li- 
cense are of no legal significance or 


effect because the diversion and use of 
the water authorized by the license 
can be subject to no superior private 
rights and the license should not be 
amended to include the alleged rights 
as requested. Accordingly, while we 
would be agreeable to the elimination 
of the language requested merely as 
a means of clearing up the license in- 
strument, we cannot consent to the 
elimination of a part of paragraph 13 
leaving an amended paragraph which 
might be construed as recognizing 
other alleged water rights claimed by 
another company. 

Upon the record before us, we are 
of the opinion that the application for 
license amendment should be denied. 
An order will be entered. 


ORDER 

(1) Upon application filed Febru- 
ary 17, 1947, as supplemented March 
20, 1947, by the Niagara Falls Pow- 
er Company, licensee for Project No. 
16 for amendment of the license issued 
March 2, 1921, under the statute now 
known as the Federal Power Act, for 
elimination from paragraph 13 of the 
license of a reference to certain water 
rights then claimed to be held by Pet- 
tebone-Cataract Paper Company and 
Cataract City Milling Company; 

(2) Upon the facts found and for 
the reasons set forth in Opinion No. 
159, which is hereby incorporated by 
reference and made a part hereof, it is 
ordered that: 

(3) The application for amend- 
ment of paragraph 13 of the license for 
Project No. 16 referred to above is 
hereby denied. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relati 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


$125,000,000 Program Planned 
By Niagara Hudson 


MMEDIATE expansion of a_steam-electric 

generating development at Dunkirk, New 
York, to a two-unit station with a total ca- 
pacity of 160,000 kilowatts, was announced re- 
cently by Earle J. Machold, president, of 
Niagara Hudson Power Corporation, The first 
unit, on which construction has started, is 
scheduled to go into operation in the summer 
of 1950 and the second unit in the late fall of 
1950. 

The Dunkirk development is part of a five- 
year $125,000,000 construction program under- 
taken by the Niagara Hudson companies to 
meet future needs of their customers and pro- 
vide more reserve capacity, Mr. Machold 
stated. Two other steam electric generating 
wits at the system’s Buffalo and Oswego 
plants are scheduled to add 160,000 kilowatts 
to the system’s power production late in 1948. 
Orders have also been placed for five new 
generators with a total capacity of 37,500 kilo- 
watts for the Schoellkopf hydro-electric sta- 
tion at Niagara Falls, New York. Projects 
underway and on order, Mr. Machold said, 
will add more than 350,000 kilowatts to the 
System’s power producing resources. 


Southern Natural Gas Co. Plans 
$3,531,600 Expansion 


7 SouTHERN NaturRAL Gas ComMPANY, 
Birmingham, Alabama, has applied for 
authority to construct and operate additional 
facilities for the transportation of natural gas. 
Cost of the proposed project has been estimated 
at $3,531,600. 

Main line facilities proposed include instal- 
lation of 10,000 horsepower at two compressor 
stations, about 64 miles of 24-inch line loops 
and four 12%-inch river crossings. 


A-C Bulletin 


Auus-Cuatamas multi-circuit unit substa- 
tions and their economy, safety, and 
adaptability features are covered in a new 16- 
page bulletin released by the company. 

The new bulletin describes construction de- 
tails of three transformer types—oil-filled, 
“Chlorextol” liquid-filled, and dry-type. 

Also described are construction highlights 
of the load ratio equipment and the metal-clad 
switchgear. Since the introduction of metal- 
clad switchgear to the U. S. in 1926 by Allis- 
Chalmers, its many inherent advantages have 
established it as standard in the electrical in- 


dustry, the bulletin points out. It is available 
with magnetic, air blast, and oil circuit 
breakers. 

Copies of the bulletin, 11B6935, are available 
upon request from Allis-Chalmers Mfg. Com- 
pany, Milwaukee 1, Wisconsin. 


Annual Planned Lighting 
Awards to Be Offered 


ee first Annual Planned Lighting Awards, 
for electric utility companies and their 
personnel who achieve outstanding success in 
promotion of Planned Lighting installations 
in the residential, commercial, and industrial 
markets, have been announced by the Edison 
Electric Institute and the Better Light Better 
Sight Bureau. 

The awards, offered jointly by the two or- 
ganizations, will be made for successful 
Planned Lighting promotional programs 
sponsored by utilities during the twelve- 
month period ending March 1, 1949. A total 
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YES, the PENN-UNION Connector 





LARGER SURFACES 
for the WRENCHES—a good-sized 
HEX Top and Bottom 


The men who use connectors appre- 
ciate the better design of the Penn- 
Union—especially when they have 
to make a splice in close quarters, 
or any unhandy location. 


BETTER DESIGN is a feature of the 
entire Penn-Union line, which in- 
cludes Tees and Taps, Straight 
Connectors, Terminals, Grounding 
Clamps, and many more fittings . . . 
every one thoroughly dependable, 
mechanically and electrically. Pre- 
ferred by leading users, who have 
found that “Penn-Union” on a fitting 
is their best guarantee of unfailing 
service. 


Sold by Leading Wholesalers 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 
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of $1400 in cash prizes, with certificates , 
merit and a plaque, will be presented, 
First and second prizes of $200 and 
respectively, will be awarded with certific 
for the best individual programs in three | 
ing fields—residential, commercial, and indus, 
trial. In addition to these six prizes, an ¢ 
graved bronze plaque and $500 will go to ¢ 
company with the best program in all 

markets combined. 

Judges will place special emphasis upon e¢ 
cational activities designed to teach Bette; 
Light Better Sight principles; sales promo 
tion and selling of Planned Lighting i 
tions, including sales techniques, egineerin 
and lay-out services, and sales training, C 
dperative activities with local contractors, 
tailers and electrical leagues will also be co 
sidered, as will methods used for consume 
promotion, such as advertising, model install; 
tions, exhibits and other sales practices, 

Separate entries must be made for the resi 
dential, commercial, and industrial Planned 
Lighting programs sponsored by any com 
pany. One company may win an award in one 
or more of the three markets, and may also 
win the award for all three markets combined 

Terms for the Annual Planned Lighting 
Awards will be distributed to the industry's 
commercial executives within the near futw 
Entries for the 1948 Awards should be 
ceived at Edison Electric Institute, 420 Lex 
ington avenue, New York 17, New York, b 
April 15, 1949, and the awards will be p 
sented at the 1949 EEI Convention. 
































$100,000,000 Program Planned 
By Pennsylvania Pwr. & Ut. 


ENNSYLVANIA Power & LicHt CoMPANY 

will spend about $100,000,000 in the 
next four years for new construction to meet 
increasing demands for service, according to 
Charles E, Oakes, president. 

The largest item in the construction pro- 
gram is the new plant under way at Sunbury, 
Pennsylvania. The first installation at this 
plant, which alone will be equivalent to one- 
third of the company’s total present generat- 
ing capacity, will be completed early next year. 
Orders also have been placed for a second big 
installation at Sunbury to be ready in 1951. 


G-E Building First Gas Turbine 
For Electric Utility 


3 ks first gas turbine for an electric utility 
in this country is under construction at 
the General Electric Company’s Schenectady 
Works and will be shipped to the Southwest 
early in 1949, J. W. Belanger, manager of 
G-E’s turbine divisions, has announced, 

A duplicate of the 4,800-hp locomotive gas 
turbine first publicly announced in March and 
now undergoing tests, the 3,500-kw_ turbine 
generator set was purchased by the Oklahoma 
Gas and Electric Company. It will be m 
stalled at the Arthur S. Huey station, Okla 
homa City. : 

The new gas-fired unit will be installed im 
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You can show greater profits regularly 
cause you save on maintenance costs by using Rust-Oleum 
ative coatings. Indoors or out — wherever rust threatens 
Rust-Oleum eliminates rust losses. IT CAN BE APPLIED 
E OVER RUSTING METAL— by brush, dip or spray, 
iminates costly, needless surface preparations such as 


-blastix and chemical rust dissolvers. 
ie adds years of extra service to all metal equip- 
ure 





, towers, tanks, etc. Jt cuts annual loss due to 





0 weathue sharply. Rust-Oleum provides lasting pro- 
by forming a tough, weatherproof, elastic film that resists 
: dampness, fumes, heat and other destructive rust-forming 


Please pass this advertisement along to the proper person 
your organization who is in charge of maintenance. We'll be 

d to have an opportunity to make a demonstration and show 
ow to cut costs on your maintenance to increase profits. 


Available in all colors and aluminum 
DISTRIBUTORS IN PRINCIPAL CITIES 

















Write today for your copy. Every 
utility official should read this. 
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an extension to the present station and op- 
erated on natural gas which is available in 
abundance in the area. The waste heat from 
the exhaust will be used with a-separate heat 
exchanger to supplement the present boiler 
feed water heating system. This will result 
in additional kilowatt output from the station 
by releasing part of the heating load from 
the present installed equipment. 

The new gas turbine is the first offered by 
the General Electric Company following its 
successful development and application of the 
TG-180 jet propulsion units and the TG-100 
prop-jet to aircraft operation during and since 
the war. 


Autocall Issues Booklet on 
Fire Alarm Equipment 


Ts AuTocaALL Company of Shelby, Ohio, 
announce the release of a colorful new 8- 
page booklet covering the Autocall line of fire 
alarm equipment. Printed in full color, the 
booklet shows fire alarm boxes in bronze, nat- 
ural metal finish, and brilliant red. 

Fire alarm systems suitable for any type 
building are illustrated and described, while 
fire alarm boxes of the break-glass, pull lever, 
and key-operated types are detailed in full. 
Wiring diagrams of the various fire alarm 
systems are shown, and recommendations are 
made for specific installations. 

All types of fire alarm signals are illustrated 
and described together with the Autocall fire 
alarm code transmitter which, after manual 
selection by the operator, sends coded impulses 
to the audible signals of the fire alarm system. 
This transmitter is used in large buildings 
where the plant protection department is to be 
notified of the exact location of the fire ac- 
cording to zones. 

Copies of this informative booklet may be 
obtained without obligation by writing the 
manufacturer. 


“How to Get Profits from 
Inventories” 


ce H- To Get ProFITts FROM INVENTORIES” 

is both the title and the content of a 
new 24-page illustrated booklet published by 
the systems division of Remington Rand Inc. 
The booklet pictures and describes the most 
modern methods of simplifying the manage- 
ment of stocks to prevent losses. 

This booklet explains such important things 
as: How to balance supplies of each item 
against demand for it; how to determine most 
profitable turnover rates for individual items; 
how to avoid unseen inventory losses that fol- 
low averaging of turnover rates ; how to deter- 
mine trends and anticipate changes in demand 
for stock items; how to avoid needless clerical 
and record work in controlling stock; how to 
eliminate needless forms and simplify the 
requisitioning of needed items without writing 
individual purchase requisitions; how to save 
errors by eliminating calculations through the 
“Chart-That-Thinks”; and how to cut the 
costs of buying, owning, warehousing, and dis- 
bursing stocks. 


Copies of this booklet may be obtained from 
any office of Remington Rand or by writing — 
to J. A. Grundy, manager, systems and meth. | 
ods research eaoteonay, emington R 
Inc., 315 Fourth avenue, New York 10, 
York. 


Brown Instrument Announces ~ 
$2,500,000 Expansion Plan ~ 


A $2,500,000 expansion program, announced 
by Brown Instrument Company, Philadel. ~ 
phia, will add more than 60 per cent to its” 
present manufacturing space and a propor- — 
tionate increase in employment, according to 
Henry F. Dever, president. q 

Increased sales, which have climbed stea : 
from war peaks, and expanded research ’ 
engineering activities, made necessary by the | 
growing industrial use of the type of automatic} 
controls produced by the company, were the” 
main considerations behind the move, he 
stated. 


Utah Pwr. & Lt. Co. to Spend” 
$23,000,000 in 3- Year Program 


puss for spending $23,000,000 during the 
next three years for power development, 
including construction of a power plant in 
Orem, were outlined recently by George M)_ 
Gasdby, president of Utah Power and Light 
Company. The plant when complete will pro- 
duce 44,000 kilowatts. 


Consolidated Natural Gas 
Expands to Meet Demand 


oO meet expanded needs of customers, resi- 

dential and industrial, in its territory, the 
Consolidated Natural Gas System is planning 
to spend approximately $60,000,000 during 
1948 and 1949 for plant expansion, improve- 
ment, and replacements, according to a recent 
announcement. 


Duke Power Plans to Build 
Two New Plants 


} ates Power Company recently announced 
tentative plans for constructing two 
steam-electric plants in Peidmont, South Caro- 
lina, at an estimated cost of $20,000,000 which 
will provide approximately 130,000 additional 
kilowatts of generating capacity. One plant 
will be located in Cherokee county near the 
Broad river, and the other will be located on a 
site near the Greenville and Anderson county 
common boundary on the Saluda river. 


U. S. Rubber Appointment 


HE wire and cable departments of United 

States Rubber Company ge an- 
nounced the appointment of Howard H. Weber 
as chief engineer of the department and A. S. 
Basil general sales manager. Mr. Basil has been 
associated with the company since 1926 and 
Mr. Weber since 1934, Both men have had wide 
experience in electrical sales and engineering. 
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PREFABRICATED PIPING 
by GRINNELL 


V SIDE 1S UP 


with this rotating welding fixture... 


ERE IS GRAPHIC PROOF of one of the many rea- Summed up, Grinnell Prefabricated Piping as- 
sons why the welds on Grinnell Prefabricated sures quality and economy because of one source 
iping are clean and flawless. With roll welding the for design and fabrication; pretesting and approval 
perator can work to better advantage because the before shipment; only completed assemblies are 
host accessible welding position is maintained. billed and at predetermined prices; delivery sched- 
so welding bead can be cleaned during rotation. ule can be predetermined but kept flexible; field 
Grinnell ‘shops are equipped with hundreds of assembly time is materially reduced. Write’ for 
ch alls to better welding — jigs, turntables, ad- booklet, “Prefabricated Piping by Grinnell”. 
stable fixtures and positioners . . . all manned b 
alified welders, each a specialist in his type of GRINNELL COMPANY, INC. 
ork, Executive Offices, Providence 1, R. I. 
Correct a is — one 9 sco gon red Pipe Fabrication Plants 
hgineers everywhere rely on Grinnell for prefa’ 
mad piping, Thies beinnb Shee elie: tie wien ad es Cranston, R. I. ¢ Atlanta, Ga. © Warren, Ohie 
interpretive engineering and laboratory re- 
arch, modern fabricating facilities and rigid in- 
ection. 
Branch Warehouses 
Manta 2, Ga. Kansas City 16, Mo. Philadelphia 34, Pa. 
lotte 1, N.C; Leos Angeles 13, Cal. Sacramento 14, Cal. 
tago 9, Ill, Milwaukee 3, Wis. St. Louis 10, Mo. 
d 14, 0. Minneapolis 15, Minn. St. Paul, Minn. 


7, R. 1 New York 17, N. Y. San Francisco 7, Cal. 
1, Tex. Oskland 7, Cal. Seattle 1, Wash. ~ wuensver PIPING is invotiveo 
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PUBLICATIONS AND SERVICES 


Essential to those interested in the public utility 
industries, their regulation and allied topics, 


PUBLIC UTILITIES 
REPORTS 


The national reporting service, 

containing authentic decisions 

of commissions and. courts , 

dealing with the problems of 

Annual Subscription utility regulation. Five vol. 
Price umes a year—$7.50 each. 


$43.50 Annual Index—$6. 


PUBLIC UTILITIES 
Fortnightly 


A magazine of current opinion 
and news, conducted as an 
open forum and containing 
discussions of firing-line prob- 
lems; also summaries, ancly- 
ses and explanations of day- 
to-day developments. 








P.U.R. 


Cumulative 


DIGEST 


The only complete and avthorita- 

tive encyclopedia of Public Service 

$162.50 tow and Regulation. A life-time 

With Current Digest.; kept up-to-date by annual 
Pocket Parts supplements. 








P.U.R. EXECUTIVE 
Information 
Service 
A Weekly Letter from the Na- 
tion's Capital, highlighting im- 
portant happenings, trends and 


policies. Reading time: 20 
minutes. 








FEDERAL UTILITY REGULATION ANNOTATED 


SEC 


A brief and pointed digest of 
the administrative rulings of the 
Securities and Exchange Com- 
mission under the Public Utility 
Holding Company Act. Issued 


$25 Quarterly twice each month. 








Current Services 


FPC 


A brief and pointed digest of 
the administrative rulings ‘of 
the Federt! Power Commission 
under the Federal Power Act 
and the Natural Gos Act. Is- 
sued once each month. 








FEDERAL UTILITY REGULATION ANNOTATED 


VOL. 1 (SEC) 


tion of the 
Pobe ll Melding Company 
Act, with the Commission's rules 
and regulations, full index end 
periodical upkeep supp 








Price: $1 2 


VOL. 2 (FPC) 


A tati of the 
Federal Power Act and the Na- 
tural Gas Act, with the Com- 
mission's rules and regulations, 
full index and periodical up- 
keep supplements. 





Price: $15.50 








 PLULR. 
Question Sheets 
Twenty-Six Issues Annually $10 





Ten brief questions on up-to-date 
problems, answered by the commis- 
sions and courts. An easy way fora 
busy man to keep informed on current 
utility regulation. 





Send for our catalogue describing these and other publications 


PUBLIC UTILITIES REPORTS, xc. 


MUNSEY BUILDING 


WASHINGTON 4, D. C. 
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tockpiling and Moving Coal in 10-Ton Passes 


An International TD-24—the new giant of power in the International Diesel Crawler 
line—is moving approximately 3200 tons of coal per day in the yards of an electric 
power company in Virginia. Observed performance showed it moving: 
50 tons 165 feet in 5 trips; total time: 7 minutes 
110 tons 165 feet in 11 trips; total time: 15 minutes 

The TD-24 moves incoming coal from under elevated railroad tracks where it is 
dumped to a huge storage pile. Then it moves it again as needed for feeding into 
hoppers for the plant’s boilers. 

The operator of this TD-24 claims it is the easiest handling tractor he has ever 
operated. 

Consult your International Industrial Power Distributor and get the complete 
story on the performance and construction features of this new cost-cutting crawler. 


Industrial Power Division 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 


, 
/ NTERNATIONAL uv" POWER 


RAWLER TRACTORS + WHEEL TRACTORS DIESEL ENGINES « POWER UNITS 
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“Pittsburghs’ Store Modernization Carava 


A store-lighting show IN TWELVE ACTS 


HEN the curtains part on this unique presentation 
“Pittsburgh,” you'll witness one of the best merchig 
dising shows in many a year. For the Pittsburgh Store Mos 
ernization Caravan—comprising twelve scale-models of di 
tinctive store designs . . . presents the latest advances in stor 
front and interior designs; the most modern lighting tech 
niques. Each model is complete in every detail. Actual stor 

conditions are simulated in miniature. Exteriors, windo 
interiors, lighting are faithfully and accurately reproduced 
A 12-act show-on-wheels, the Pittsburgh Caravan will visit 
practically every important center in the country. This tou 
will cover many months, so advance publicity will tell yo 
of its appearance locally. When it reaches your city, you ar 
cordially invited to attend this novel and worthwhile exhibit 





“PITTSBURGH 


STORE FRONTS AND INTERIORS 


PAINTS + GLASS * CHEMICALS * BRUSHES «+ PLASTICS 


PittsmwuRGH PLATS GS& taAs 3 COMPAN Y 
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before 
you select see 
a pension EBASCO... 
for impartial 


advice 


THE SOLUTION: 


yt = 
. EBASC Om 


+ Budget . Business Studies - Consulting Engineering - pets ce Financial - Industrial Relations . 
taps 8 Seats insurance & Pensions . Purchasing - Rates & Pricing . Research . Sales & Marketing . Systems & Methods . Taxes . Traffic 
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HERE’S no more effective tool for 
stabilizing prices than the Payroll 


Savings Plan for the regular purchase 
of U. S. Security Bonds. 
Every Bond dollar that is built up 


in the Treasury is used to retire a dol- 

lar of the national debt that is poten- 

tially inflationary. Every Bond held you and 
means fewer dollars to go to market 

to bid up prices on scarce goods. In your employees 


addition, dollars invested in Bonds 


are building future purchasing power. can reduce 
All these factors contribute to the 


security of the national economy —in- te j ; 
cluding your business.” . this inflationary a 

Bonds build security for individu- 
als, because every $3 invested pay $4 
at maturity. 

Moreover, in 19,000 companies 
operating the Payroll Savings Plan, 
employees have proved to be more 
contented. Worker production has in- 
creased, absenteeism has decreased— 
even accidents have been fewer! 

But the Plan requires sponsorship 
by top management to keep em- 
ployees aware of its benefits. The 
‘Treasury Department has prepared a 
kit of materials for you to distribute 
among key personnel. Be sure to use 
it! For help, call on your Treasury 
Department’s State Director, Savings 
Bonds Division. 


Seeeeeeseseeesere 





The Treasury Department acknowledges with appreciation the publication of this message by 


Pusitic UTiLiTies FoRTNIGHTLY 


This is an official U.S. Treasury advertisement prepared under the 
auspices of the Treasury Department and the Advertising Council. 
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« CLEVELANDS 


TO DELIVER 
TOP TRENCHING 
PERFORMANCE 


NO MATTER WHAT OR WHERE THE JOB... 


@ Thousands of yards of trench dug in all sorts of soil and over all types of 
terrain, for Oil, Gas, Water and Sewer lines and for Drainage, Conduit, and Building 
Foundations, have proved to owners that they can absolutely depend on their 
CLEVELANDS to deliver MOST TRENCH in MOST PLACES at LEAST COST. 


CLEVELANDS have earned and maintained this enviable reputation over a period 
of more than 25 years of service because of a combination of characteristics essen- 
tial to efficient, economical operation. 


Some of the more important of these CLEVELAND characteristics are: Correct Full- 
Crawler Wheel-Type Design — Strength — Stamina — Speed — Ease of Handling — 
Ample Power—Low Fuel and Maintenance Costs and Quick, Easy Field Repairs. 
See your nearest CLEVELAND Distributor for complete details. 


i THE CLEVELAND TRENCHER CO. 


\) 
WN: AY, 
’ 20100 ST. CLAIR AVENUE * CLEVELAND 17, OHIO 


TRASe Mana 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and contruction. » > » 








- 





Tue American Appraisat Company 


ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO ~ MILWAUKEE SAN FRANCISCO 
° ) and other principal cities 








DaY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA CHICAGO 


NEW YORK 
PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


£¢ ford, Bacon & Davis 


a Sa 
gD VALUATIONS Eng CONSTRUCTION 
REPORTS mMeers RATE CASES 

NEW YORK e@ PHILADELPHIA @ CHICAGO e LOS ANGELES 














GILBERT ASSOCIATES, Ivc. 
ENGINEERS SPECIALISTS 
Steam, Elcouic, Gas, Hydro, POWER ENGINEERING SINCE 1906) paicnssing and Expediting, 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Oo i B ‘ P L Relations, 
perating Betterments R ling 6 Phil iphia co tae tata 


Inspections and Surveys, 


Feed Water Treatment. Washington °¢ New York Accident Prevention. 














FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 


ENGINEERS 
Management 





Reports 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 


Mention the Fortnicut.y—It identifies your inquiry 














Public Utilities Fortnightly 





PROFESSIONAL DIRECTORY (continved) 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 





She h ulfi ijlan . Coyoorutin 


ENGINEERS “a CONSTRUCTORS 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 
57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & OOMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Reports 
Steam, Hydro Electric and Diesel Plants 
Boston 10, Mass. wee Washington, D. C. 
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Pioneer eae & Engineering Co. 


CONSULTING, DESIGNING AND | SPECIALISTS IN 
OPERATING ENGINEERS ACCOUNTING, FINANCING, RATES, 
PURCHASING INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET. A CHICAGO 4, ILLINOIS 











mh Complete Services for GAS and ELECTRIC Utilities 
pectenesig swouattnee, -consinucon COOP aT: d 


Additions or Installations 


profitable operation ENGINEERS ¢ CONSTRUCTORS © MAN 


or details 





SANDERSON & PORTER Sap 


ENGINEERS 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 











E. A. STEINBERGER 
Censslting Valuation Accountant and Engineer 


Depreciation Studies, Original Cost fssccnsing, 
Valuations and Unitization of Gas Properties. 


Member 
The National Society of Professional Engineers and The Technical Valuation Society, Ine. 
1309 Liberty Bonk Bullding Dalles 1, Texes 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 
Consulting Engineers 


, Sewage ond industrial Waste Problem 
wnelas, Refuse Incinerators, Industrial Buildings 
Aoi Planning, Reports, Va A Laberatory 


1528 WALNUT STREET PHILADELPHIA 2 


LUCAS & LUICK 


ENGINEERS 
DESIGN CONSTRUCTION, 1 SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS RATES 


231 S. LaSatie St., Cricaco 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


ROBERT T. REGESTER 


Consulting Engineer 


Hyprau.Lic Structures — UTtiities 
FLoop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctrIc Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SouTH DEARBORN Sr. Cuxicaco 














W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














Francis S. HABERLY 
CONSULTING ENGINEER 
Valuation — Depreciation — Service Life 
Studies — Comstruction Cost Indexes — 
Reports 


122 SoutH MICHIGAN AVENUE, CHICAGO 


MANFRED K. TOEPPEN 
ENGINEER 


CoNSULTATION—INVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 

MATTERS 
639 South Spring Street, Los Angeles 14, Calif. 


ana 
261 Broadway, New York 7, N. Y. 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


WESTCOTT & MAPES, inc 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS ¢ REPORTS 
DESIGN ¢ SUPERVISION 
New Haven, Connecticut 











JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations + Reports 
in connection with 


rate inquiries, d ion, fixed capital 
reclassification, original inal cost, security issues. 


Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready. refer- 
ence. Their products and services cover a wide range of utility needs. 





A 
& Friel, Inc., Engineers 
Se. Agpreleal Company. The 


*Babcock & Wilcox Company, The 

Barber Gas Burner Company, The 
*Barber-Greene 

Black & Veatch, Cons Engineers 
*Blaw-Knox Division of Blaw-Knox Company 


Cc 
Co., The. Main, Chas. T., 
° Mercoid Corporation, 


Carter, Earl L., 
Cleveland Trencher 
*Combustion Engineeri 


Newport News Shipbuilding & Dock Co. .... | 
Norwalk Valve canen " 


Ebasco Services, Incorporated Penn-Union Electric C 
Pioneer 


Electric Storage Battery Company, The 
os Inside Front Cove 


Electrical Testing Laboratories, Inc. .......... 
Pritchard, J. F., & 


*Ra Manufac 
Sentodiog & Statistical % 
Regester, Robert T., 

. Rand, Inc 


, 4. H., 
Rust-Oleum 








our customers’ bills 








N ANALYSIS of your customers’ most 
m recent bills may disclose certain im- 
rtant trends ... 


... trends that will point the way to you 
r planning rate and promotional pro- 


Made regularly 


any utilities all over the country regu- 
ly have such analyses made. 


But these analyses are not turned out 
utilities’ offices—they are done on the 


cording and Statistical Corporation. 
hd for very good reasons: 

ecutives of utilities are finding that 
y can get accurate and helpful] data in 


e-half the usual time—and at one-half 
usual cost! 


hese tabulations are made on specially 

Signed electro-mechanical equipment. 
many as 200,000 bills can be analyzed 
h day by our trained personnel. 


he cost to you is only a small fraction 
acent per item! 


Send for FREE booklet 


Get the facts about this accurate and economical 
analyses method of your customers’ usage data. 


Write to us today for “The One-Step Method 
of Bill Analysis.” You will be glad you did! 


This Bill Frequency Analyzer automatically classifies 
and adds in 300 registers—in one step! 











RECORDING AND STATISTICAL CORPORATION 


102 MAIDEN LANE, 


NEW YORK 5, N.Y. 
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